THE 


BANKERS MAGAZINE 


VOLUME CXXXIV 


JANUARY TO JUNE 


1937 


CAMBRIDGE, MASS. 
THE BANKERS PUBLISHING CO. 
465 MAIN STREET 





The Yay F, 


BANKERS 
MAGAZINE 


JANUARY 


& a. 
eh RAR? 


91st Year 


Business Recovery and Gov- 
ernment Policy Winthrop W. Aldrich 


The Business Man and His 
Banker Benjamin E. Young 


Bonds Above Call Prices Sherman Adams 


A Safe Outlet for Bank 
Funds Raleigh E. Ross 


Bankers, Why Not a Library? Isabelle M. Bennett 


Title I, FHA, Should Be 
Extended L. A. Chambliss 


Regulation of Bank Credit Newton D. Alling 


ee 
THE BANKERS PUBLISHING COMPANY 
NEW YORK 





The 
New York Trust 
Company 


Capital Funds . . . $37,500,000 


COMPLETE 
BANKING FACILITIES 


IO0O BROADWAY 


40TH ST. AND MADISON AVE. 5'7TH ST. AND FIFTH AVE. 


European Representative's Office: 


8 KING WILLIAM STREET, LONDON, E. C. 4 


Member of the Fedcral. Reserve System, the New York Clearing House Association 
and of the Federal Deposit Insurance Corporati:n 





ESTABLISHED 1846 


THE BANKERS MAGAZINE 


Associated with Tuz Banxinc Law JournaL 


VOLUME CXXXIV JANUARY, 1937 


CONTENTS 


ns: CN Os ie ea ee ee AOE eee SE 
Business Recovery and Government Policy . . . . Winthrop W. Aldrich 
The Business Man and His Bank . . . . . . . Benjamin E. Young 
Bonds Above Call Prices . . . . . . . =. +. « . Sherman Adams 
A Safe Outlet for Bank Funds . . . .. . . . . Raleigh E. Ross 


Consumer Loans as Bank Investments . . . . . . . A.M. Kirkman 


Bankers, Why Not a Library? . . . . . . . . Isabelle M. Bennett 
Title 1, FHA, Should Be Extended . . . . . . . . ZL. A. Chambliss 


Regulation of Bank Credit . . . . .. . . . . Newton D. Alling 


Taxation of Chain Stores 

Financial Situation Abroad 

International Banking Notes 

Current Conditions in Canada 

Investment and Finance . ..... =.=. =... . Oscar Lasdon 
Bank Bond Buying 

Advertising and Public Relations . . . . . . . . . Malcolm Davis 
Books for Bankers 

In the Month’s News 


Published Monthly by 
THE BANKERS PUBLISHING COMPANY 
PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS. 
EXECUTIVE OFFICE: 185 MADISON AVE., NEW YORK, N. Y. 
Cable Address: “‘Bankmag,” New York 


Subscription price $5.00 a year; 50c. per copy. Foreign: $6.10. Canada: $5.50. 
Entered as second-class matter at the post office at Boston, Mass., under the Act of March 3, 1879. 


Keith F. Warren, Publisher; Elmer H. Youngman, Editor; Malcolm Davis, Vice-President; 
Oscar Lasdon, Associate Editor; L. B. Farley, New England Advertising Manager. 


Lonpon: Wm. Dawson & Sons Ltd., Pilgrim St., E.C. 4; San Francisco: Duncan A. Scott, Mills Bldg. 


The Bankers Magazine is on file in banking, reference and public libraries and is indexed every 
month in the Industrial Arts Index and the International Index to Periodicals. 


Il 





THE BANKERS MAGAZINE 


ESTABLISHED 1817 


With which are THE WESTERN AUSTRALIAN BANK and 

amalgamated | THE AUSTRALIAN BANK OF COMMERCE, Ltd jj 
AUSTRALASIA 

Paid-up Capital £ A. 8,780,000 

Reserve Fund... neat 5 6,150,000 

Reserve Liability of ‘Proprietors . 8,780,000 


£ A. 23,710,000 | 
Aggregate Assets, 30th Sept., 1935, £. 115,559,000 
General Manager, ALFRED CHARLES DAVIDSON 


TED TERRITORY * 
FNEWGUINEA—4Brancues Gilbert I» 


SRreonwes 


JAVA 


13,512,487; horses, 1,749,040; leaporee. TASMANIA 5 


£A. 92,843,550; exports, £A. 112,756,978. HOBART Christchurch 


a 
= 
a) 
| Z 
w 
| 0 
< 
Q 
Zz 
< 
iH ® 
| W 
| © 
| O 
| Z 
i < 
| & 
| © 
Ht 
t 
b 


cioma\ Yeu land 
AUSTRALIA bees (Feo. Tenntony) Hew ae 
Population, 6,679,110; area, 2, 974, 581 @ FLBOURNE ZEALAND 
sq. miles; sheep, 109,921,053; cattle, avaceston 83 We WELLINGTON 


Value of Australia’s Production 1932-33 
Agriculture £A. * 562,000 
Pastoral 4,851,000 
Dairying 38 622,000 bd 
ener and Fisheries 8,470,000 ® Auckland Is 
Minin 15,583,000 
£A. 304,697,868 e 


l| Head Ofice—George St., Sydney London Ofice—29 Threadneedle St., E. C. 2 
| 747 BRANCHES AND AGENCIES 
fn all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Guinea and Londen 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 


SHAIONADY GNY SAHON VAG Zr 


Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


nee and Gorsanpensaete heroes. the World | 





THE BANKERS MAGAZINE 


VOLUME CXXXIV 


JANUARY, 1937 No. 1 


Editorial Comment 


UTURE historians 

States of America will no doubt 
note the national election of 1936 
as marking a decisive point in the coun- 
iry’s history. We are now too near this 
period correctly to appraise its far- 
reaching significance. Evidently, some- 
thing of much greater moment was 
decided than the relative position of the 
two major political parties. Really, 
the contest was hardly between parties 
at all, but between two rival and dia- 
metrically opposite schools of thought 
relating to the attitude of government 
toward business. It looks as if what 
are termed the business interests (in 
which banks are included) had received 
a severe drubbing at the polls, an over- 
whelming verdict against their organ- 
ization, policies and practices. What 
this may portend, who can tell? 

Those who have long memories must 
regard the late contest as one peculiar 
in several of its aspects. The winning 
candidate found himself in sharp an- 
tagonism to some of the leading lights 
of his party in the past and of many 
of the same political faith who are still 
living. His own words and promises, 


of the United 


made in a previous campaign, were 


used against him. All this had no 
effect whatever. Nor did the strange 
policies of the “New Deal,” the pal- 
pable evidences of extravagance and 
waste, the implied threats to the Con- 
stitution and the Supreme Court, nor 
any of the other arguments—convincing 
under ordinary occasions—apparently 
cut any real figure in the election. 

Undoubtedly, the personal character 
of the President made a powerful ap- 
peal to the voters. They were impressed 
by his dramatic qualities, and more no 
doubt by his strong and continued ef- 
forts to bring about measures which he 
regarded as conducive to the general 
welfare. 


Underneath it all appears to be a 
deep conviction that the existing social 
order is in need of a complete over- 
hauling; that if capitalism itself has not 
actually failed, it requires revamping. 

The immediate effect upon business, 
including banking, as has been said, is 
that it can no longer place itself in 
opposition to governmental policies, but 
must codperate in making these policies 
effective. What this implies can hardly 
be overlooked or regarded otherwise 
than of profound significance. It means 
that henceforth business is to be carried 
on not so much with regard to profit 
as with respect to the social service 
rendered. In the working out of this 
program difficulties must still be met. 

To an _ overwhelming extent the 
people of the United States have ap- 
proved a change in the relations be- 
tween government and industry. They 
have expressed their belief that from 
now on reliance is to be placed on in- 
dustry as directed not from within but 
from without by government. The ex- 
periment will be watched with interest 
and deep concern. Will it succeed, 
given a fair trial, or are there age-long 
principles whose sway will again, after 
disillusionment, assert themselves? That 
is a question to be dealt with by his- 
torians at some future day. 


© 
RECRIMINATIONS about who 


caused the panic and the subse- 
quent depression are now being ex- 
changed as to responsibility for the 
impending boom. What is called “Wall 
Street” attributes the blame to Wash- 
ington, and Washington reciprocates 
by placing responsibility on “Wall 
Street.” It is a pretty controversy, but 
not excessively apposite, since the 
dreaded boom is not yet strikingly in 
evidence. 


1 
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Speaking at the recent meeting of the 
Investment Bankers Association, Chair- 
man James M. Landis, of the Securities 
and Exchange Commission, said: 

“Any interpretation of our national 
aims as looking for the return of the 
shallow prosperity of boom days is 
false. 

“You cannot forget that the last re- 
covery was your recovery and that it 
almost destroyed you. Fairly or un- 
fairly, you became the scapegoats of a 
bewildered and discouraged people. 

“This new recovery, certainly in its 
initial stages, will also be your recov- 
ery. Its responsibilities are now yours. 

“How well you will discharge them 
is your challenge. 

“If the mandate of last November 
means to us that we must not fail, more 
clearly does it mean to you that you 
dare not fail.” 

Clearly, investment dealers and the 
bankers generally were not wholly free 
from mistakes that helped to make the 
1929 collapse one of major proportions, 
but the easy money policy of the Fed- 
eral Reserve, prior to the breakdown, 
was of far greater influence. At present 
the Reserve authorities and the Secu- 
rities and Exchange Commission have 
ample powers to ward off a speculative 
debauch so far as this can be done by 
outside control. And “Wall Street” is 
hardly responsible for the long-con- 
tinued easy money policy, the huge defi- 
cit and the swelling of bank deposits 
through Treasury borrowing now 
threatening to inaugurate another era 
of speculation. 

But there are more serious implica- 
tions in the situation other than “pass- 
ing the buck” and trying to find the 
goat. 

Easy. money has been a_ powerful 
factor in boosting the price of bonds, 
and as recently pointed out by Dr. 
Lionel D. Edie the Government itself 
has been loading the banks with bonds 
that are abnormally high. If now, by 
a reversal of the interest rate, bonds 
should decline, the result to the banks 
would be serious. He predicted that 
if interest rates went half way back to 
the level of 1920, many banks would 


find their capital and surplus wiped 
out, and if the rates returned all the 
way the Federal Deposit Insurance 
Corporation would become insolvent. 

By stricter margin requirements and 
the increase of bank reserves the Fed- 
eral Reserve authorities and the Secu- 
rities and Exchange Commission are at- 
tempting to curb speculation. Whether 
the effect of a rise in interest rates will 
have the disastrous results foreseen by 
Dr. Edie may be a matter of opinion, 
and perhaps it will be much less serious 
if it takes place gradually and over a 
long period. 

But the consequences of the develop- 
ment in question are far too serious for 
either “Wall Street” or the Government 
to engage in a controversy over the re- 
sponsibility for the situation. 


© 


AMONG the measures expiring and 

likely to come up for renewal at 
the present session of Congress are two 
of particular interest to bankers. The 
power of the President to change the 
gold content of the dollar expires on 
January 30. It would seem probable 
that this power may be extended, since 
it is a means which the President would 
like to have at hand to combat any 
further depreciation of foreign cur- 
rencies, although with the existing ar- 
rangement between this country, France 
and Great Britain the necessity for fur- 
ther depreciation of the dollar would 
appear to be remote. Since farm prices 
have risen and prosperity is returning, 
the wisdom of another devaluation does 
not seem to be indicated by the domes- 
tic situation. 

Just what has been the result of the 
cutting of the value of the dollar is 
something still the subject of much con- 
troversy. That this action has been 
instrumental in forcing up prices ap- 
pears more than doubtful, and that it 
could raise farm prices without having 
the same effect on the price structure 
as a whole, is even more questionable. 
Nor has it stimulated exports to the ex- 
tent expected. 

The fact is that currency wars are 
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about as futile as other wars in promot- 
ing prosperity. 

There will be another law expiring 
on March 3, that authorizing the Board 
of Governors of the Federal Reserve 
System to permit the issue of Federal 
Reserve notes based solely on obliga- 
tions of the Government. Although the 
issue of currency against such security 
is wrong in principle, its employment 
temporarily in a time of emergency 
may have some justification. But with 
the country’s present huge gold stock, 
the necessity for the continuance of this 
authority can hardly be defended. The 
real scarcity of assets against which 
Federal Reserve notes can be issued, in 
the absence of this special provision, 
consists of commercial paper, not gold. 
As business revives, however, this de- 
ficiency will gradually be supplied. 

Whether currency is issued against 
obligations of the Government is now 
a matter of little importance, since bank 
deposits—the real currency of the 
country—are so emitted. 


© 
INSTALLMENT credit buying has been 


the subject of much criticism and of 
much defense as well. Its judicious 
use does enable consumers to have the 
enjoyment of goods now for which they 
would have to wait if full cash pay- 
ment should be required. There are 
some indications that restrictions im- 
posed on this form of buying are being 
relaxed, and with results that may prove 
unfortunate. 

It is generally considered that auto- 
mobile financing is responsible for the 
principal part of the installment busi- 
ness, but according to a recent study 
made by the research division of the 
firm of Buckley, Dement & Co., Chicago, 
household appliance dealers lead all 
retail dealers in the amount of sales 
made on a credit basis. They transact 
72 per cent. of their business on credit, 
compared with 69 per cent. for furniture 
stores, 67 per cent. for dealers in lum- 
ber and building materials, and 58 per 
cent. for auto retailers (new cars). 
Other estimates place the proportion of 


the total installment business of the 
country represented by automobiles at 
60 per cent. 

That installment buying should be 
kept under proper control is thus set 
forth in the New England Letter of the 
First National Bank of Boston: 


Any radical departure from recognized 
standards of installment credit, such as the 
extension of the period of payment to two 
or three years and a sharp reduction in the 
down payment, is a threat to our economic 
system. While elaborate machinery has 
been set up for the control of bank’s or 
broker’s credit, no system has been sug- 
gested for the supervision of consumer 
credit on an installment basis. While it 
may not be feasible or desirable to bring 
this under any definite form of control, ef- 
forts should be made to establish proper 
credit standards before the situation gets 
out of hand 


This would seem to be another in- 
stance where the success of a principle 
depends upon the method of its appli- 
cation. 

© 


ARE bankers neglecting the ladies? 

This question is not intended to 
imply that the attractions of the fair 
sex are looked on with the glassy eye 
so commonly ascribed to bankers. It 
relates to the alleged neglect of the 
bankers in sensing the increased busi- 
ness and profits that would enure to the 
banks by paying greater attention to 
the women of the country. That the 
bankers of the United States are not 
fully alive to the possibilities in this 
direction was asserted in an address 
at the recent San Francisco convention 
by Helen Kavanaugh of the Wells 
Fargo Bank and Union Trust Company, 
San Francisco. After pointing out the 
large financial interests of women, Miss 
Kavanaugh said: 

“The women themselves are not aware 
of the important stake that they hold 
in the financial set-up, and certainly 
the men, especially bankers, are not 
aware of it, because if they were they 
would pay more attention to them.” 

To tell bankers of their shortcomings 
requires no small degree of courage, 
although the progressive banker can 
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hardly be indisposed to receive infor- 
mation tending to increase his business 
and profits. 

While the old codgers who manage 
some of the banks may sniff at this 
neglected source of business, the 
younger men in the banks cannot re- 
gard it with indifference. They should 
act on the hint given by Miss Kava- 
naugh, and in so doing they may not 
only add to the earnings of their banks 
but derive incidental benefits of a more 
sentimental character. 


© 


COUNTRY bank earnings formed the 

topic of an address by Harry A. 
Bryant, president of the Parsons Com- 
mercial Bank, Parsons, Kansas, deliv- 
ered at the bankers’ convention at San 
Francisco. After dealing with various 
methods of bank management, Mr. 


Bryant made the following suggestions: 


Since we are going to be practical, why 
not do this: Determine in each individual 
case, how much idle money is available for 
investment. Second, what percentage of 
cash, bonds, local loans, real estate loans 
would be desirable in each locality. For 
example, take a bank with capital of $100,- 
000, surplus $50,000 and deposits of 
$1;500,000. Assuming that 20 per cent. to 
25 per cent. of the deposits would be ample 
cash to maintain, that would require $350,- 
000, leaving about $1,200,000 for invest- 
ments; 40 per cent. of deposits in bonds 
would be $600,000, leaving another $600,000 
for local loans and other investments. It 
would seem reasonable to believe that at 
least $250,000 of this $600,000 could be 
placed in desirable local loans to farmers, 
merchants, individuals and small business 
concerns. We would still have $300,000 left 
and if $200,000 of this amount could be 
invested in high class finance paper and 
about $100,000 in amortized loans on real 
estate, it would seem to be an ideal situa- 
tion from a standpoint of both liquidity 
and earnings for the average country bank. 

The income could be estimated about as 
follows: 


$600,000 Bonds at average yield of 
about 3 per cent. and 3% per 
cent. $18,000 
$250,000 Local loans, other than 
finance paper and real estate, 


at average yield of 6 per cent. 15,000 


$200,000 Finance paper, . average 
yield 12 per cent. 

$100,000 Loans on real estate, av- 
erage yield 5 per cent. ...... 

Service charges, rents and all mis- 
cellaneous charges on $1,500,- 
000 in deposits, but not includ- 
ing any recoveries 


Gross carnings 


The operating costs could be estimated 
about as follows: 


Salaries and clerk hire 
Miscellaneous, such as_ stationery, 
light, heat, water, telephone, 
telegraph, insurance, etc. 
Taxes 


Fixed operating charges 
Estimated earnings available for 
distribution: 
Dividends 
Surplus 
Losses and depreciation 


6,000 22,000 


Gross income 


This would be an ideal set-up, if it could 
be accomplished. It is at least a goal or 
an objective and a good part of it can 
be accomplished, if we are willing to move 
over out of the old rut and out on the 
open road of modern times. A bond ac- 
count can be easily regulated by sales or 
purchases and, in my judgment, should be 
maintained only until local loans can be 
increased to the desired amount. In other 
words, the bond account, if in an excess 
position, should be used for temporary in- 
come until more profitable investments can 
be secured to take their place. 

* * * 

Most of us have been reducing expenses 
for five or six years and then just waiting 
for our earnings to come back through an 
increased demand for loans. Well, it has 
not happened and may never just happen, 
unless we, as bankers, do something to 
make it happen. There is a limit to which 
operating costs can be reduced, but there 
is no limit, except the limit of common 
sense and good judgment, to which earn- 
ings can be increased. I am old-fashioned 
enough to think there is still an oppor- 
tunity to make money in the banking busi- 
ness—not under the old methods perhaps, 
but under a modern, and at the same time, 
a sound policy. One that will insure a 
reasonable return to the stockholders, that 
will take care of the losses as we go along, 
and still have something left for that well- 
known rainy day. 





A Bank, to the general public, 
may be merely a substantial build- 
ing on Main Street or an impressive 
array of figures in parallel columns. 


To its clients a Bank is an organi- 
zation of specirlists engaged in an 
indispensable public service giving 
to each customer the personal 
attention his particular needs may 
require. 


Among the extensive facilities 
which this institution places at the 
disposal of its depositors and 


correspondents is a completely 
equipped, highly efficient, and per- 
sonally supervised collection and 
transit service in operation twenty- 
four hours daily. 
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Business Recovery and Government Policy 


By WintHrop W. ALpRICH 
Chairman Board of Directors, The Chase National Bank of the City of New York 


HE Federal Reserve authorities 

have manifested definite concern 

with respect to the great volume of 
excess reserves, and have already taken 
one important step to reduce them. I 
refer to their action, announced on 
July 14 and effective August 16 of this 
year, raising the reserve requirements 
of member banks by 50 per cent. The 
subject is again under discussion and 
there is rather widespread expectation 
of further action on their part. 

I believe that the reserve require- 
ments should again be raised by an 
equal amount to the full limit allowed 
by the law, an action which would 
reduce excess reserves (taking the fig- 
ures of December 2) from 2 billions 
210 millions to 688 millions. Reserve 


requirements were, I believe, put much 
too low in 1917, with the result that 
both the expansion of credit and the 
contraction of credit on the basis of 


increases or decreases in the volume 
of bank reserves moved too rapidly. 
I trust that the Federal Reserve authori- 
ties will in the near future raise re- 
serve requirements to the full limit 
allowed by the law and then leave 
them unchanged, certainly for many 
years. I am assuming, in saying this, 
that excess reserves are still widely 
diffused among the individual banks 
of the country, as proved to be true 
when the August increase was made in 
reserve requirements. The Federal Re- 
serve authorities will, of course, inform 
themselves with respect to this before 
they act, as they did last time. We 
ought to use the method of increasing 
reserve requirements as the first resort 
rather than the last resort, because, in 
a time when a real tightening of the 
money market is called for by a boom, 
there will be a large number of in- 
dividual banks which will not have 


Condensed from a recent address. 


excess reserves even though excess re- 
serves in the aggregate may be large. 
We could then use the more familiar 
methods of control through Federal 
Reserve open market operations and 
discount rate increases. These methods 
affect first the great money markets 
and the liquid banks, whereas the 
method of raising reserve requirements 
affects all banks, both those which are 
liquid and those which are not. 

Reducing the excess reserves to 688 
million dollars by the suggested in- 
crease in reserve requirements would 
still leave a very great excess and 
would still leave a very easy money 
market. We should then, however, be 
in a position to act effectively with the 
older methods when a further reduc- 
tion of excess reserves is compelled 
by boom symptoms. 

The financial technique for reducing 
debts exists and is well understood. It 
is to be found in using part of the 


WINTHROP W. ALDRICH 
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CREDIT AND DEBT 


Our last great boom was char- 
acterized by a very excessive 
expansion of bank credit and 
other credit, which means it was 
characterized by a very exces- 
sive creation of debt. Credit is 
the other name for debt. We 
call it credit in boom times and 
we call it debt when depressions 
come. We praise credit in the 
boom and we denounce debt in 
the depression. If we could 
learn to use periods of active 
business in such a way as to pay 
off debt instead of increasing it, 
we should have gone very far 
toward solving one of the great- 
est problems of prosperity and 
depression. 


profits in good times to pay off debt 
and to increase business assets instead 
of paying all profits out as dividends. 


It is to be found in issuing stocks 
wherever possible instead of bonds, 
and, for unincorporated businesses, it 
is to be found in getting proprietors’ 
capital, instead of borrowed money, 
wherever possible and in throwing 
profits back into the business and 
expanding surplus, whether by increase 
of business assets or by debt reduction. 

It is to be found, moreover, in a 
realization that capital gains made in 
good times should be conserved to 
offset capital losses that come in bad 
times; and that it is good for the 
country that this should be done. A 
boom in which corporations pay out 
all their profits as dividends and in 
which capital gains are spent as income 
or are taken in income taxes by the 
Government, is a boom that is sure to 
end in greater disaster than any we 
have yet known. 


Tariff Policy and Our Creditor 
Position 
In this great depression, a multi- 
tude of different policies, often contra- 


dictory, have claimed attention; some 
we would all approve and as to the 
wisdom of others many of us have had 
serious doubts. 

But there is one line of policy which 
the Administration has been taking 
which seems to me so_ thoroughly 
wholesome and sound and so tremen- 
dously important, both in itself and 
in its general implications, that I think 
there is nothing which the business 
community can do that would accom- 
plish more toward straightening out 
the grave problems that we still face 
than to get vigorously and whole- 
heartedly behind it. I refer to the 
policy of building up our foreign trade 
through the reduction of tariffs and 
the removal of trade restrictions. 

The record of the United States since 
the war with respect to the protective 
tariff has not been intelligent. The 
war had brought about an immense 
shift in our international balances. 
Whereas we had been a debtor nation 
prior to the war, during that period 
we became a creditor nation on a 
great scale. Whereas we had had an 
export surplus before the war, as we 
sent out goods to foreign countries in 
paying interest on our debts, it became 
our natural function after the war, as 
a creditor nation, to receive an import 
surplus as debtor countries sent goods 
to us, sold the goods here, and turned 
over the money received, in payment 
of interest and amortization, to the 
American people and the American 
Government. This is the way a credi- 
tor country receives payment. An im- 
port surplus in no way harms a credi- 
tor country. It does not diminish the 
ability of the creditor country to buy 
and consume its own products, because 
the process of payment involves a 
corresponding increase of money in- 
come for the creditor country. Eng- 
land, France, Germany, The Nether- 
lands and Switzerland in the days be- 
fore the war used regularly to receive 
more goods than they sent out. They 
were creditor countries, capitalist coun- 
tries, which, like an individual capi- 
talist, could afford to consume more 





PRINCIPLES 
WHICH ENDURE 


Policies must change to meet changing conditions, but 
sound principles endure. 


For more than a century certain fundamentals have 
governed Central Hanover. 


IN BANKING—cooperation with customers 


in good times and bad; a primary regard for the 
safety of deposits. 


IN TRUSTS —full appreciation of conserva- 
tion as the first responsibility of a trustee; 
independence in the selection of investments for 
trust funds; thoughtful attention to beneficiaries 
as well as to property. 


IN ALL RELATIONS—emphasis on 
quality of service designed to make this bank a 
constructive influence in the affairs of its custom- 
ers and the business of the nation. 


These principles endure. 


They will control our course in the future as they have 
in the past. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 
NEW YORK 


Member Federal Deposit Insurance Corporation 
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than they produced by their own labor. 
We should not have raised our tariffs 
following the war, but we did. We 
raised them in 1921 and 1922. 

Our export trade, especially in farm 
products, would have gone to pieces 
very soon as a result of these tariff 
increases, but for the fact that we offset 
the high tariffs, especially after early 
1924, by a second unsound policy, that 
of artificial cheap money through Fed- 
eral Reserve Bank action, making pos- 
sible gigantic foreign loans, which con- 
tinued to take the exports out, even 
though imports in adequate quantity 
were not received to offset them. And 
when the great credit expansion could 
no longer continue to offset trade bar- 
riers, the prices of the international 
staples crumbled, in the winter of 1929- 
30, and our agricultural problem be- 
came increasingly desperate. And then 
we committed the incredible folly of 
raising the tariffs still higher in 1930. 

With high and rising trade barriers, 
export industries in every country in 
the world were greatly depressed. Un- 
employment in the export industries 
became widespread and, for every 
country in the world, there was created 
the problem either of restoring the ex- 
port trade or of shifting great bodies 
of people from producing for export 
to producing for the domestic market 
—and meanwhile feeding them. There 
came also a great collapse of interna- 
tional credits, and great losses on for- 
eign bonds. If foreign debtors could 
not pay with goods, they could not 
pay. at all. 

If goods could not move in the world, 
there was not enough gold in the debtor 
countries to pay their debts, and coun- 
try after country abandoned the gold 
standard and saw its currency depre- 
ciate, while other debtor countries 
maintained a nominal parity of their 
currencies, but only by exchange re- 
strictions which still further stifled 


foreign trade. A world which had 
been adjusted to a large international 
trade found itself cut up into almost 
watertight compartments, each of which, 
lacking the balancing influence of the 
others, was out of balance. And then, 
each country strove desperately, by a 
multitude of unsound internal devices, 
to try to bring about some kind of 
internal balance by means of regimenta- 
tion, curtailment of production in ex- 
port lines, and the use of public credit 
to fill in gaps in the productive and 
financial system. 

I believe that the business and finan- 
cial community as a whole should get 
vigorously behind the Administration 
in its efforts to restore international 
trade. The advantages of such a course 
are manifold and not the least of these 
is in connection with the Federal 
budget. 


Trade, Peace and Freedom 


And the final and most emphatic 
reason why those of us who believe 
in free enterprise, in individual liberty, 
and the preservation of chartered Con- 
stitutional rights, should work ear- 
nestly for the rapid extension of the 
foreign trade policy of the Administra- 
tion is that this is the great road 
toward world peace. A world in 
which the nations are trading is a 
world in which the peoples are work- 
ing. Desperate peoples, deprived of 
trade, feel driven to fight for their 
outlets and to fight for sources of food 
and raw materials or other things 
which they need but cannot afford to 
buy. A world in which war and 
rumors of war bring fear to the masses 
of men is a world in which govern- 
ments grow very strong and individuals 
surrender liberties, hoping thereby to 
gain security. A peaceful, hopeful 
world is a world in which men value 
liberty and opportunity and defend 
their liberties and extend them. 





The Business Man and His Banker 


Some Observations on Their Mutual Interdependence 


By BENJAMIN E. YouNGc 
Vice-President, National Bank of Detroit 


BELIEVE that the banking system 

belongs to all of the people and 

anything as important to the com- 
munity as its banking system should 
have an intense and challenging public 
opinion, not only as to the honesty, the 
integrity, the ability and the principles 
of its management but also as to their 
sincerity and their civic mindedness. 

But that intense and challenging pub- 
lic opinion cannot do much good if it 
is directed solely at banking. It must 
also be directed at public and private 
honesty, for the banking system is de- 
pendent upon so many other systems 
that it cannot stand up if the others fall 
down. 

Sound banking in this country largely 
depends upon the sound operations of 
responsible business men. Banking and 
business are interdependent, but please 
remember that banking reflects rather 
than actuates the trends of business and 
industry. The period through which 
we have just passed certainly proves 
the accuracy of this statement. With 
the greatest reservoir of potential bank 
credit ever created, we stand today with 
very few people willing to undertake 
the obligations that accompany the use 
of bank funds. I repeat, banking does 
not actuate the trends of business, but 
only reflects them. And when the 
tempo of your business and industrial 
operations is again at a high point, 
banking will still reflect them—soundly 
if your operations are sound; unsoundly 
if your matters get out of hand. There 
are some things the banker can do to 
offset unsound business practice on the 
part of his customers but it is almost 
impossible for banks, under our present 
system of banking, to keep on in the 
face of a failure of their communities 
at large. And their desperate efforts 


to do so have frequently intensified the 
difficulties of the community. 

Banking must constantly adjust itself 
to changing conditions, but it must do 
so without losing sight of the funda- 
mentals which safeguard the funds of 


This article is based on.a-recent ad- 
dress made by Mr. Young before the 
Economic Club of Detroit. 


depositors—that is the bank’s first trust. 
During periods of progression, bank- 
ing must supply the means to finance 
healthy developments and yet be ever 
alert against placing its depositors’ 
funds in ill-advised ventures. In times 
of recession, it must place greater safe- 
guards about its customers’ funds and 
at the same time meet still more in- 
sistent demands for the relief of credit 
stringencies. It is a difficult task and 
it frequently seems, under our system 
of banking, that the interests of de- 
positors and borrowers are not parallel, 
rather that they pull in opposite direc- 
tions. 

Now, I do not doubt that the great 
majority of business men think that 
one of the worst aspects of the depres- 
sion was the disaster that overtook the 
country’s banks. I am not talking of 
the national banking holiday, but what 
occurred throughout the country in the 
years immediately preceding that. The 
fact is that disastrous as was the record 
of bank closings in the years of un- 
precedented depression, a great many 
more banks closed their doors in the 
unprecedented period of prosperity, 
which preceded the depression. And, 
furthermore, that has been the entire 
history of banking in this country. 
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BENJAMIN E. YOUNG 
Vice-President, National Bank of Detroit 


It is not difficult to understand if 
analyzed. It is in prosperity that a 
bank faces its gravest danger. You 
know, as well as I do, that lots of 
people and banks can endure depression 
and they are entitled to a world of 
credit for that, but when they can en- 
dure and withstand prosperity, that is 
the one achievement that this country 
has as yet to realize. On every hand 
business men, carried away with en- 
thusiasm, insist upon more and more 
credit being extended and the bank that 
does over-extend itself is usually the 
first to close. Practically and capably 
administered, banks should tend to 
modify over-enthusiasm of prosperity 
eras and to abate the rigors of depres- 
sion. This, all well managed banks 
attempt to do, but thousands of banks 
have been unable to do it. 

If business men will only remember 
that in business generally banking is 
the agent and not the principle, that 
upon the leaders of industry and com- 
merce rests the responsibility of actuat- 
ing business and upon the bank rests 
the obligation of assisting only to such 
extent as is consistent with the best in- 


terests of its depositors, I think much 
trouble can be avoided for the future. 

Today, banks, almost beyond a doubt, 
are faced with a period of prosperity. 
There probably is no power on earth 
that can prevent the people of this coun- 
try from making and using the many 
things in which we have become de- 
ficient these past few years. That means 
freer use of bank funds, with increased 
bank earnings—the lifeblood of bank- 
ing. But if history repeats itself, and 
I can see little change in banking law 
or banking practice which might pre- 
vent it, we are about to enter upon 
another very dangerous period, bank- 
ing wise. The danger is that of over- 
extension and unwise extension of 
credit. The penalty would be losses to 
depositors and stockholders through in- 
ability to quickly liquidate, or losses to 
borrowers through untimely contraction 
of loans, either or both. Neither is to 
be desired and it would be a grand 
thing if means could be found to more 
nearly balance these contending forces 
of liquidity on the one hand and stabil- 
ity of credit on the other. 

It seems odd that one should stand, 
apparently at the threshold of pros- 
perity, and wonder what that greatly 
strived for condition may bring. But I 
feel that our banking system has been 
entirely too responsive to current or 
short term fluctuations in the national 
economic levels and, even at the risk of 
imposing upon good nature unduly, I 
want to describe to you the internal 
banking condition which occasions this 
statement. 

The money a bank has at its disposal 
comes from two sources—its stockhold- 
ers who pay into the capital account 
and its depositors who create its deposit 
account. 

The bank’s capital account provides 
a buffer against loss on the part of the 
depositors and certainly banks with 
strong capital have greater lasting 
power than do those having weaker 
capital position. But contrary to gen- 
eral supposition and contrary to state- 
ments so frequently made by those in 
authority, I am of the opinion that the 
major troubles which have afflicted our 
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banking system have not come from 
inadequate capital. As a matter of 
fact, many of the banks which have en- 
joyed the longest useful life in this 
country have never had a paid in capi- 
tal account. I refer to the old time 
mutual savings banks, which have with- 
stood prosperity and depression year 
in and year out, through the simple 
expedient of restricting withdrawals 
during periods of public hysteria and 
thus preventing forced liquidation at 
inconvenient times. Such banks have 
always operated without capital ac- 
counts, such loss reserves as experience 
might dictate being created by holding 
back earnings belonging to depositors. 

In the face of these experiences it 
seems evident that our major difficulty 
has not been one of bank capital. In 
addition, may I add that we cannot 
afford to be satisfied with a banking 
system that depends for its health upon 
repeated replenishments of capital at a 
loss to stockholders in order to support 
the deposit structure. After all, it is 
strong ownership that makes for strong 
banks and responsible people will not 
continue to invest in a losing business 
enterprise. 

Now, as to bank deposits. Theo- 
retically, they are of two kinds— 
demand deposits and time deposits. 
The demand deposit is represented by 
the open checking account, all or any 
part of which the bank agrees to pay 
out without notice. The time deposit is 
represented by savings accounts, time 
certificates and other forms of deposits 
under agreement as to time of with- 
drawal. In theory, such deposits repre- 
sent the unexpended savings of the 
people and they always have been 
looked upon as being stable funds 
which the bank might safely invest for 
long periods of time. Actually, that is 
not true of the majority of such sav- 
ings deposits, as many bankers have 
learned under painful circumstances 
and to their cost. In practice, it is un- 
safe for the banker to require even the 
thirty, sixty or ninety days of notice 
provided in the savings contract and so 
we have in actuality almost no real 
time deposits in our banking system. 


Let me make the additional point that 
even though the bank were to require 
notice as provided in the deposit con- 
tract, such period of grace is of scant 
aid during a period of major nation- 
wide depression. 

So, let us remember that the bank’s 
funds are represented almost entirely 
by deposits payable actually or in effect 
upon demand. 

On the other side of the bank’s 
ledger are listed the assets it has ac- 
quired through the utilization of its 
capital account and deposits. In the 
main the assets consist of cash on hand 
or deposited in other banks, including 
the Federal Reserve Bank if it is a 
member; loans to customers and _ in- 
vestments in mortgages and bonds. 

The cash, except for certain amounts 
required by law to be held as reserve 
against deposits, is, of course, available 
to meet the demand withdrawal desires 
of depositors. This cash represents 
practically all of the “demand” assets 
the bank has. 

The loans, made for varying periods 
of time, are secured by collateral or 
personal responsibility and the funds 
so employed are, of course, not avail- 
able to depositors except as repayment 
is made at maturities by borrowers, or, 
in cases of need, when the bank can 
find a purchaser for the notes or an- 
other bank, the Federal Reserve Bank 
or some other governmental agency 
which is willing to lend against them. 

Investments in mortgages and bonds 
are made for fixed periods of time and 
those fixed maturities can be anticipated 
by the bank only through sale of such 
invesiments at the then market values, 
although temporary aid may be secured 
as in the case of loans, by borrowing 
with investments as collateral if a will- 
ing lender can be found. 

So, to pay its depositors, the bank 
has cash, loans and investments. The 
bank has agreed to pay its depositors 
dollar for dollar the money they de- 
posited. It has underwritten the de- 
positors’ investments against market 
fluctuations so that the bank may have 
the privilege of investing the money 
and profiting to the extent of the dif- 
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ferential in rate between that realized 
and that paid to depositors in interest 
or services. So far, so good. That 
seems a proper banking function and 
the banker is willing to take the risk, 
staking his stockholders’ money that he 
can do the job. But under our system 
he does something else, he not only 
guarantees to return the money dollar 
for dollar—come what will—he guar- 
antees to return it upon demand. That, 
I think, is not always possible. Some 
thousands of banks have found it im- 
possible. Now, I am aware that what 
I have just said might be the cause of 
some concern were it improperly inter- 
preted. On the other hand, you know 
as well as I do that if all depositors 
want their money the same day, even 
the most liquid bank must seek outside 
aid to meet their demands. And, if the 
bank is one which has sacrificed liquid- 
ity for the purpose of lending or invest- 
ing for the longer periods of time, it 
cannot readily secure such aid in ade- 
quate measure because its long term 
investments depreciate in current mar- 
ket value for the very reasons which 
impel the depositors to want their 
money. There is no hocus-pocus about 
that, it is a real condition and every- 
body knows that many, many banks 
have failed because they have had to 
sacrifice their investments at ruinous 
prices to meet depositors’ demands— 
regardless of the intrinsic values of the 
investments themselves. 

It is my judgment that in this situa- 
tion lies the major difficulty our bank- 
ing system has always experienced— 
bankers are in the situation of making 
contracts which no human being can 
know with certainty he can carry out. 
No one can know the levels of interest 
rates in the long term money markets 
at any given time in the future, nor can 
he predict the point at which buoyant 
public sentiment will end and be re- 
placed by one of extreme caution. These 
are the things that affect the market 
values of long term investments, which 
the banker agrees to liquidate at any 
date in the future his depositors may 
select. 

In the face of this condition, I con- 


tinue to marvel that the bankers of this 
country have been able to do the job 
they, as a class, have done. And, I 
know that it has been done at a great 
cost to bankers in mental strain; to 
stockholders in depreciated capital 
values; to borrowers in forced liquida- 
tions, and most unfortunate of all, in 
some cases, to depositors in frozen or 
lost deposits. 

And so, I have tried to outline to 
you the internal conditions which might 
cause difficulty as we enter another 
period of progression. Based upon an 
optimistic business sentiment the banks 
of this country may again employ vast 
sums representing demand deposits in 
the long term money market, and the 
long term market may again undergo 
violent fluctuations, with low points at 
which it will be impossible to liquidate 
depositors’ funds except at heavy loss 
to bank stockholders, or to borrowers, 
or even to depositors. And such an 
occurrence affecting any one of these 
three classes of people is not desirable. 
This is the major banking problem and 
it affects everybody. Everybody is in- 
terested in the welfare of our banking 
system—that is to say, everybody is in- 
terested in his own welfare. 

In summing up this problem of sound 
banking, which is the banker’s major 
problem and which is or must become 
one of your major problems, I want to 
quote certain sections of the summary 
of a very significant report. This re- 
port deals with the results of an inten- 
sive study of banking in the state of 
New York, for the years 1923 to 1934 
inclusive, performed by a committee of 
the New York Bankers Association, 
and, as any serious study of banking 
must, it leads into the identical prob- 
lem we are discussing today. This 
summary reads: 

“One of the most notable develop- 
ments in banking in recent years has 
been the changing character of bank 
assets. The proportion of bank assets 
consisting of investments, real estate 
loans and collateral loans, which for 
purpose of convenience and brevity we 
refer to as ‘capital assets,’ has been in- 
creasing steadily, while the proportion 
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consisting of unsecured loans has been 
growing smaller and smaller. . . . 
“Whatever the theory of commercial 
banking may be, we face an accom- 
plished fact, a practical condition where 
irue self-liquidating commercial loans 
have dwindled to small proportions and 
capital assets have become the pre- 
dominant part of bank portfolios. . . 
“Was this trend responsible in any 
degree for lowering the quality of assets 
to the point where many institutions 
were poorly prepared to meet economic 
reverses? No compilations have been 
made to show the loss record of various 
types of assets but the experience dur- 
ing recent years indicates the need for 
some adjustment in banking policies 
and practices. While this significant 
change in assets has been going on with 
remarkable consistency, there has been 
no change in the nature of the contract 
with depositors, and little indication of 
any permanent change in policies with 
reference to the building up of reserves 
or capital funds for the protection of 
depositors. Does the solution lie in 


adjustments along these lines, or in im- 


proving the 
both? ... 
“The rates paid on time deposits have 
frequently been as high or higher than 
the yields on the highest grade invest- 
ments. As a result, the banks have at- 
tracted savings which otherwise would 
have gone directly into investments or 
would have reached the borrower 
through other institutions. These com- 
petitive rates for deposits have fre- 
quently led banks to acquire loans and 
investments, without making sufficient 
allowance for the possibility of losses 
involved in these assets. In the course 
of a complete business cycle, therefore, 
this seemingly profitable business has 
frequently resulted in great net loss be- 
cause insufficient reserves have been ac- 
cumulated to meet the losses which 
inevitably arise. The predominant busi- 
ness of the so-called commercial banks 
have come to be that of bringing to- 
gether the investor, in the guise of a 
depositor, and the borrower, rather than 
that of supplying short-term business 
credits for which there has been little 


quality of assets, or 


demand. Conditions and developments 
have been such that many of our com- 
mercial banks have taken on something 
of the nature of investment trusts. 

“We have seen, however, that in fact 
and in practice these time deposits are 
little different from demand deposits in 
times of stress. The real problem which 
faces individual banks and the whole 
banking system is how best to provide 
protection from a serious decline in 
asset values. The difficulty is accen- 
tuated by a lack of adjustment between 
assets of a long-term nature and lia- 
bilities which are payable on demand. 
The banks are not only guaranteeing 
the investment of the public’s funds, but 
they are including in that guarantee an 
obligation to convert these investments 
into cash practically on demand. The 
banks assume the burden of any depre- 
ciation. ... 

“Several suggestions have been made 
regarding the solution of the time’ de- 
posit problem in commercial banks. 
Without any extended discussion as to 
the merits of each, some of those sug- 
gestions are mentioned here for the pur- 
pose of illustrating the type of thinking 
which is being done on the subject. 

“One schoo! of thought would bring 
about gradually a complete separation 
of savings banking and commercial 
banking by reducing slowly the rate of 
interest paid on deposits in commercial 
banks so that the savings of the people 
would gradually seek investment di- 
rectly or through other institutions, 
such as savings banks, mortgage com- 
panies, etc... 

“Another group believes that there 
are too many practical difficulties in 
the way of separating the two types of 
banking. They also think that the ideal 
service to the community is to furnish 
these various banking facilities under 
one roof. They would completely seg- 
regate the assets in the two depart- 
ments, however, and prohibit the use 
of the assets in one department to meet 
the liabilities in the other. This would 
also require the division of the capital 
funds between the two departments. At 
the same time they would lay down 
rather specific requirements as to the 
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type of assets that might be acquired in 
each department. Perhaps the require- 
ments for the savings department might 
be similar to those for savings banks, 
while special care would be taken to 
keep the bulk of commercial funds in 
short-term paper and Government se- 
curities. 

“Another suggestion is to adjust a 
bank’s liabilities to the nature and ma- 
turities of its assets by the issue of de- 
bentures or certificates of deposit with 
maturities of one year or more rather 
than passbook credits, which in practice 
are payable on demand. A somewhat 
similar proposal is to adopt a gradu- 
ated scale of interest rates according to 
the time the deposits remain. 


“Some of the above suggestions seem 
rather drastic. Whether any of them or 
any combination of them proves to be 
the solution to the deposit problem re- 
mains to be seen.” 


Such is the problem of banking. Be- 
yond a doubt, our system must sooner 
or later undergo some basic changes. 


As more and more people understand 
the nature of these underlying diffi- 
culties, demands for changes will be- 


come insistent. Such things should not 
and cannot be brought about overnight 
—they must be based upon mature de- 
liberation and they must be in light of 
present day facts. It is my hope that 
our apparent needs in these directions 
may commend themselves to those re- 
sponsible for our banking laws and 
regulations; to those responsible for 
the actual operations of our banks and 
to those who are bank depositors and 
borrowers, all to the end that we may 
live more happily together in the 
future than has been possible in the 
past. 


I am ambitious to see a banking con- 


dition which will be of service to the 
country in abating ihe rigors of depres- 
sion; under which depositors’ funds 
will be amply protected at all times, 
and under which credit will be extended 
to borrewers according to stern rules 
of conduct but once extended will not 
be withdrawn just at the time of their 
greatest need. I think that Govern- 
mental support of the banking structure 
through proper supervision of the op- 
erations of the individual banks is a 
necessary factor in arriving at such a 
condition; and that the reserve and re- 
discount features of the Federal Reserve 
System are necessary factors. However, 
let us remember that sane and careful 
management within the banks them- 
selves is the greatest element to be con- 
sidered and upon that, it is to your 
interest to insist. And if your bankers, 
under present laws and practices, are 
operating under a system which needs 
simplification through recognition of 
certain basic facts then you and they 
together must bring about changes that 
will correct such a situation. 

I have stated the banking problem 
as I see it quite frankly in the hope 
that the mere stating of it may help to 
bring you and your banker a little 
closer together in the common consid- 
eration you both must give to the main- 
tenance of a sound banking system. It 
is within the power of bank customers, 
led by groups of men such as this, to 
maintain the highest standards of bank- 
ing in progression and recession. You 
can do so by discountenancing all de- 
mands which might lead to unsound 
practice. It would be salutary for the 
country at large, if among all these 
depositors who know what sound bank- 
ing means, there should be a unison of 
action in support of good bank manage- 
ment. 





BONDS ABOVE CALL PRICES 


By SHERMAN ADAMS 


ITH so many bonds now selling 

above their call prices, bankers 

have need to adopt definite poli- 
cies regarding the purchase of callable 
bonds and also regarding the retention 
of issues already held. Various theo- 
ries which have been put forward about 
these securities require analysis. 

One theory is that it is ordinarily 
profitable to buy callable bonds be- 
cause the return is substantially higher 
than on comparable non-callable ob- 
ligations. It is hoped that this greater 
income may be more than enough to 
offset losses on any bonds which may 
happen to be redeemed. 

The success of this policy depends 
upon four factors: the selection of 
the individual issues, the amount paid 
in excess of call prices, the volume of 
refunding operations, and just plain 
luck. At the present time, when most 
bonds are selling several points above 
call prices and when the outlook seems 
to be for more and more refinancing 
as the capital market continues to re- 
vive, the chances of success are obvi- 
ously small. 

Under these circumstances, bankers 
may restrict purchases to issues on 
which no losses would be incurred, 
interest considered, in the event of 
redemption or to issues which produce 
a reasonable short-term yield to their 
call dates. If suitable bonds of this 
type can be found, such a program may 
work out advantageously, and even if 
a large number of the securities se- 
lected are called, there will at least be 
no charge against profits. 

The danger in this policy is of 
course the temptation to buy bonds 
which may not be satisfactory as bank 
investments. It may result in lowering 
the average quality of the account or 
in acquiring more long-term maturities 
than the particular bank should hold. 

Certainly it is illogical to buy a 


callable bond as a short-term invest- 
ment unless there is little doubt that 
it will be retired in the near future. 
The principal object in holding a short 
maturity is to obtain price stability. 
If bond prices decline, however, the 
likelihood of redemption of a callable 
issue is greatly diminished and _ its 
price will probably drop. In other 
words, when the need for a short-term 
bond materializes, the callable bond 
ceases to be a short investment and 
becomes a long-time commitment. 

This brings up the theory that call- 
able bonds provide a hedge against 
falling bond prices. Yields to matu- 
rity on many of these issues are higher 
than on non-callable securities of simi- 
lar quality because prices are held 
down by the possibilities of redemp- 
tion. Consequently, if the bond mar- 
ket should weaken, quotations for these 
issues would remain steady until yields 
on non-callable obligations came ‘into 
line. 

There is no reason why this theory 
should not work out perfectly in prac- 
tice if bond prices do decline. The 
difficulty is that they may not. The 
holder of the callable bonds loses the 
benefit of any further advance in 
bond prices, and the chances are that 
redemptions may offset a large part 
of the interest he receives. What is 
more serious is the fact that he is 
confronted with the problem of rein- 
vesting proceeds from redemptions in 
a market which has gone to still higher 
levels. Callable bonds will probably 
be selling at dangerously higher pre- 
miums above call prices, and if non- 
callable issues are purchased, it is 
apparent that the investor must accept 
lower yields and will incur even larger 
losses when bond prices recede, than 
if he had bought these bonds in the 
first place. 

It would seem, therefore, that the 
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More profits 
and good will 
for your bank... 


That the average city bank can make a 
profit and increase good will by a properly 
organized “small loan department” has been 
clearly demonstrated by banks that have 
succeeded in this field. 


A working manual for bankers who would 
repeat ‘these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 
G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
loan department in the Denver National 
Bank. They are also the originators of the 
nationally known “Denver Plan” for liqui- 
dating retail charge accounts which is fully 
described in this book. 


Your name and address on the coupon 
below will bring this new book to your desk 
on 5 days’ approval. 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


Please send meson approval a copy of 
“Increasing Personal Loan Business” by 
Doan and Foley. At the end of 5 days I 
will either remit $2.50 or return the book. 


risks involved in buying callable bonds 
tend to offset possible advantages, par- 
ticularly at a time like the present 
when the pressure of funds seeking 
profitable employment has pushed 
quotations so far above redemption 
prices and when refunding of corporate 
debt is proceeding at such a fast pace. 


Theoretically, these same considera- 
tions should apply with equal force to 
callable bonds already held in a bank’s 
portfolio. In practice, however, it is 
natural to find that bankers are gen- 
erally reluctant to sell securities on 
which they are receiving a good return, 
especially if purchased well below call 
prices. There is justification for this 
attitude because of the difficulty in 
finding satisfactory yreinvestments at 
the present time. This is particularly 
true in the case of bankers who are 
confining purchases to better grade 
issues of short and medium maturity, 
as many are doing these days. 

In estimating the chances of redemp- 
tion of any individual bond issue, 
there is a great variety of considera- 
tions which may have to be taken into 
account. These include the trend of 
the company’s earnings, the size of 
its cash resources, its affiliations with 
other corporations, its willingness to 
disclose detailed information regarding 
its affairs, the amount that could prob- 
ably be saved through refinancing, how 
long present bonds have been outstand- 
ing, available collateral which might 
be used to secure a refunding issue, 
and so forth. 


Judgment regarding any of these 
factors is of course subject to a wide 
margin of error. A corporation may 
completely upset calculations by ob- 
taining bank loans with which to retire 
bonded indebtedness. It is obvious 
enough that the decisions of manage- 
ment cannot be predicted with accuracy. 

Even so, it behooves every banker 
to make as careful an analysis as pos- 
sible of the probability of redemption 
of any particular issue which he is 
considering for purchase or which he 


already holds. 





A Safe Outlet for Bank Funds 


By Raeicu E. Ross 


HE other day I had a rather sur- 
j pte conversation with my 

friend George Blank, the president 
of a progressive outlying bank in 
Chicago. 

I started the ball rolling by telling 
him about an article I had read the 
previous day in a leading life insurance 
journal. 

“This article stated that banks all 
over the country are aiding people to 
pay off their policy loans,” I said. “Of 
course the policies are held by the bank 
as collateral. Are you making any 
such loans?” 

“No, we're not,” George admitted 
frankly. “That’s not saying that we 
won't. What is the procedure of mak- 
ing such loans? How can we be sure 


to get our money promptly if the bor- 
rower fails.to pay, or dies?” 

These questions were a surprise to 
me. First, because I assumed that he 
was well up on the proper procedure 
and the ins and outs of such loans. 
Second, because I suddenly realized 
that despite my rather extensive ex 
perience and study in the life insurance 
field my knowledge on this subject of 
bank loans on _ policies was very 
sketchy and generalized. So I resolved 
to delve more deeply into the modus 
operandi of insurance policy loans from 
the bank viewpoint. 

Here is a bank depositor who has, 
for example, an ordinary life policy 
for $20,000. The cash value is now 
$5000. He borrowed $4000 from the 


FORM OF ABSOLUTE ASSIGNMENT 
TO BE ATTACHED TO AND RETAINED WITH THE POLICY FOR USE AS EVIDENCE WHEN REQUIRED. 


FOR ONE DOLLAR, to 


is hereby acknowledged) 


. in hand paid, and for other valuable considerations (the receipt of which 


hereby assign, transfer and set over Policy No. 


with all rights therein, and with all money now or hereafter due or payable thereon, and all dividends, options, benefits 
or advantages derived therefrom, including the right to surrender said policy at any time and to receive and receipt 
for the surrender value thereof, to 


whose P. O. address is.... 


and for the consideration above expressed 


do also for executors and administrators, 
guarantee the validity and sufficiency of this assignment to the assignee named herein 

executors, administrators and assigns; and title to the said policy will forever warrant 
and defend. 

IN WITNESS WHEREOF, . 


this 


SOCIETY SHOULD BE NOTIFIED AT ONCE OF ANY 
CHANGE IN ADDRESS OF THE ASSIGNEE HEREIN. 


Jes sanvavedeeveeseiv bets have hereunto set..............0...:00-- NAM 0... 


LL 


year of our Lord 19. 
to me known and known to me to be the individual... 
and acknowledged that 


described in and who executed the foregoing assignment, 


executed the same. 
(he, she or they) 
CNotary Sign Here) .....cssssesseersveeese 


NOTE: WHEN SIGNED BY A CORPORATION, CORPORATE ACKNOWLEDGMENT ON REVERSE SIDE 
HEREOF MUST BE FURNISHED. 
B.C. 102-35-4 


Typical form for assignment of policy. 
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insurance company in 1933 and _ has 
merely paid the interest since that time. 
He asks the officer at his bank to pay 
the insurance company and offers the 
policy as collateral. What is the next 
step, if the officer decides to make the 
loan? 

The customer should call at the local 
office of his insurance company and get 
their form of collateral assignment. A 
typical example of such a form is re- 
produced herewith. 

Then the prospective borrower can 
return to the bank and fill out this as- 
signment form, in duplicate, in com- 
pany with the bank officer. Usually the 
assignment is in two equal sections and 
perforated so that when the upper sec- 
tion is filled out, the duplicate, through 
the use of a carbon sheet, is also ready. 
One form is retained by the bank and 
attached to the policy “for evidence as 
required.” The duplicate is detached 
and mailed to the insurance company. 

This is the procedure in making a 
loan on personal life policies. On a 


policy carried by a corporation on the 
life of an executive a form of corporate 


acknowledgment is necessary. Also a 
copy of a resolution by the board of 
directors, certified by the secretary or 
other authorized officer, under the seal 
of the corporation, authorizing the 
executing officer to assign the policy 
for and on behalf of the corporation. 

On the line reading, “Provided, how- 
ever, and it is understood and agreed. 
that this assignment is to secure the re- 
payment of the sum of ” it is quite 
usual to avoid filling in any certain 
amount and instead using the words, 
“as the interest may appear.” The sum 
of the indebtedness may be increased 
by interest at the time the bank exer- 
cises its right to collect under the as- 
signment. Or it may be decreased by 
loan repayments. 


Going back to our early customer, 
it is not absolutely essential that the 
assignment be made on the blank of 
the insurance company. The bank offi- 
cer may have a form in his desk that 
he likes just as well. And afterward 
either the bank or the insured can no- 


tify the insurance company of the 
assignment. 

Further, a copy of the assignment is 
not necessary to the insurance com- 
pany, but is preferable. The mere 
notification that such an assignment 
has been made is sufficient to protect 
the bank’s interests. 

In fact, sometimes the insurance 
company’s first inkling that such an as- 
signment has been made is some time 
afterward when the depositor defaults 
on his note or dies. 

It may be well at this point to em- 
phasize the fact that an assignment of 
the interests in a policy is an agree- 
ment between the assignee and assignor, 
in which the insurance company has no 
interest whatever, until it has notice 
of the assignment. Therefore, if in the 
absence of such notification, the insur- 
ance company unknowingly pays a 
claim to a beneficiary, the assignee has 
no redress from the insurance company. 
As a matter of precaution, therefore, 
it is good business to notify the insur- 
ance company immediately of an 
assignment and to get an acknowledg- 
ment from the company of such noti- 
fication. 

When the bank officer has the cus- 
tomer’s note, a policy with a cash value 
larger than the loan, the absolute as- 
signment of the policy, and a letter 
from the insurance company acknowl- 
edging notification of such assignment, 
then the bank’s loan is well protected. 
If the note is not paid in full when 
due, the bank has full power to do any- 
thing necessary with the policy to ob- 
tain the money. 

For instance, in the case of our $4000 
borrower, the bank could re-negotiate 
the loan with the insurance company 
for $4000 plus unpaid interest, if the 
customer fails to pay. Or the bank 
could cash in the policy for $5000 and 
pay to the insured the $1000 remainder, 
less any unpaid interest. 

If, on the other hand, the borrower 
should die with his loan unpaid, then 
the bank receives its money at the same 
time the beneficiary does. In fact the 
cheek for the insurance proceeds is 
usually drawn “Pay to the order of 
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Mary K. Jones and the Blank Trust 
Company.” Then the widow and the 
bank agree on their respective shares, 
in the case of our example, $4000 plus 
interest for the Blank Trust Company, 
and $16,000, less interest on the note, 
for Mrs. Jones. 

My banker friend asked me if, when 
the loan is made, the policy should be 
sent to the insurance company to have 
the rubber stamp, indicating the policy 
loan, crossed off. This is not necessary. 

Another question often asked is, 
“How does the bank know that the 
policy is kept in force?” 

Here is where the insurance company 
aids when informed of the assignment. 
Premium notices including reminder 
notices thereafter are sent to the insured 
and the assignee. The receipt goes to 
the one who pays the premium. If the 
insured is unable to pay the premium, 
then the bank may do so and add the 
amount paid to the assignor’s loan. 


If the policy is allowed to lapse, a 
notice of such lapse is sent both to the 
bank and the insured. Having received 
such a lapse notice, the bank officer 
can get in touch with the insured and 
see that prompt action is taken to re- 
store the policy. 

Occasionally when a policy has been 
lapsed, a medical examination is re- 
quired, and shows that the insured is 
uninsurable. If this happened in our 
“Jones” case the bank could protect 
itself in at least two ways. 

First, it could change the Ordinary 
Life Policy into a paid up policy for 
an amount less than the face ($20,000). 
This would be hard on Jones’ bene- 
ficiary if he should die soon, but it 
would preserve the cash value which is 
the bank’s real collateral for the loan. 

Second, the bank could surrender the 
policy for cash—about $5000, paying 
to Jones the excess above the amount 
due. 

Of course the keeping of the policy 


CORPORATE ACKNOWLEDGMENT 


STATE OF 
COUNTY OF 


On the day of 


(and) 


in the year 19 


to me known, who, being by me duly sworn, did depose and say that.... 


is 
that are the 
(he, she or they) 


of the 


which executed the instrument on the reverse side hereof, that 


corporation ; 


by order of the Board of Directors of said Corporation; and that.... 


thereto by like order. 


(Notary sign here) 


(respectively) 


, the corporation described in and 


know . the seal of said 


(he, she or they) 


that the seal affixed to said instrument is such corporate seal; that it was so affixed 


igned .name 


(he, she or they) (his, her or their) 


THE SOCIETY ASSUMES NO RESPONSIBILITY FOR THE VALIDITY OF ANY ASSIGNMENT. 


IMPORTANT 


There should be attached to and filed with the duplicate assignment, a copy of a resolution by the Board of Directors, certified 
by the Secretary or other authorized officer, under the seal of the corporation, authorizing the executing officer to assign the policy for 


and on behalf of the corporation. 


If the policy is assigned by a corporation an acknowledgment similar to the 
above is also required. 
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in force is of more interest to the bor- 
rower than it is to the bank and not 
much trouble need be anticipated in this 
regard. 

Just to see the reaction of the insured 
to borrowing at the bank I called upon 
a client of mine, a professional man, 
who carried $150,000 insurance, now 
encumbered by about $10,000 in loans. 

“Why don’t you get your bank to 
pay this $10,000 back to the insurance 
companies,” I suggested. “You might 
feel better about it and I think you 
might save 1 per cent. to 2 per cent. per 
vear in interest. I know your bank 


treats you pretty well.” 
“It’s worth considering,” 


said my 


client thoughtfully. “Also I never make 
any progress reducing this loan. The 
bank would probably make me whittle 
down the principal every ninety days. 
This would be good for me. If I had 
to do it, I would.” 

Unless he changes his mind there is 
a new prospective borrower for this 
man’s bank. And from a humble in- 
surance man’s viewpoint the bank 
couldn’t ask for better security for its 
loan. 

As life insurance in force continues 
to grow perhaps loans on insurance 
policies will become for bank funds 
an outlet of constantly increasing im- 
portance. 


Do We Want a Unified Banking System ? 


HE advantages and disadvantages 

of a unified banking system are be- 

ing argued in many quarters these 
days. One of the outstanding exponents 
of a unified system is Thomas Joel 
Anderson, Jr., assistant professor of 
economics at New York University and 
author of “Federal and State Control 
of Banking.” Writing in a recent issue 
of The People’s Money Dr. Anderson 
summarizes the advantages of unifica- 
tion as follows: 

1. Elimination of the practice of 
banks shifting back and forth between 
the national and state systems to escape 
new restrictions imposed or to take ad- 
vantage of new privileges granted in 
one of the alternative jurisdictions, how- 
ever desirable the restrictions may be 
or undesirable the privileges may be 
from the point of view of sound bank- 
ing. 

2. Elimination of competitive lib- 
eralization of banking laws and com- 
petitive laxity in their administration, 
as has existed under the dual state and 
national system. 

3. Establishment of nationwide 
standards for banking, thereby avoiding 
perpetuation of weak spots in the bank- 
ing system due to low standards in some 
states. 

4. Development of a unified system 


of bank examination and supervision, 
and elimination of the unnecessary over- 
lapping, annoyance and cost of the 
present system of supervision. 

5. The possibility of adopting emer- 
gency banking and currency policies on 
a nationwide scale and with prompt- 
ness, thus avoiding a future repetition 
of the futile efforts of mayors and state 
legislators, as in 1933, to cope with a 
nationwide emergency banking and cur- 
rency problem. 

6. The possibility of developing a 
branch banking system with branch 
areas arranged on a far more scientific 
basis than is possible under state super- 
vision. 

7. A better opportunity to restrict 
or eliminate, generally, developments 
which lead to unnecessary complexity 
in bank organization or to a greater 
amount of speculation, manipulation or 
monopoly in banking. 

8. Establishment of the Federal De- 
posit Insurance plan upon a much more 
stable basis than is possible while states 
may establish competitive plans or mem- 
ber banks may withdraw from the Fed- 
eral Reserve System and thereby obviate 
the necessity of maintaining such in- 
surance. 

9. Elimination of an ever-continuing 
threat to the stability of the Federal 
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Reserve System through possible de- 
pletion of its membership by with- 
drawals of member banks. 

10. The possibility of a national 
credit policy by means of appropriate 
restraints imposed upon member banks 
of the Reserve System, without the 
danger—as at present—of the policy 
being neutralized by non-member bank 
policies or loss of Federal Reserve mem- 
bership. 

11. Elimination, or material reduc- 
tion, in the number of controversies be- 
tween the states and the Foderal Gov- 
ernment over banking, such as _ those 
over the United States banks, taxation 
of national banks by the states and 
others. 

© 


THE INTERDEPENDENCE OF 
NATIONS 


Eacu one of us has learned the glories 
of independence. Let each one of us 
learn the glories of interdependence.— 


Franklin D. Roosevelt. 


THE FUTURE OF OIL SECURITIES 


In a “Memorandum on the Oil Indus- 
try,” issued by Young Management 
Corporation it is said: 


Oil securities failed to participate im- 
portantly in the great bull markets of 1927. 
1928, and 1929, because the industry was 
disorganized. Price wars threatened to dis- 
rupt the market. Town lot drilling could 
spoil the life of an oil field as gas pressure 
was blown away and wasted. 

These conditions are changed. Oil stocks 
are now placed on a firm investment 
foundation. The industry is organized 
against waste, overproduction and _ price 
warfare. 

These are broad new developments for 
oil and warrant an advance in oil stocks. 
Oil securities look underpriced under the 
circumstances, 

The great change has come about largely 
in the course of correcting the damage of 
recent years. 

At the present time oil securities are 
evaluated conservatively in the market. 
Their price earnings ratios discount the in- 


stability in the industry which was de- 
scribed rather than the more stable tech- 
niques which now control the situation. 

A considerable assurance of the _ per- 
manency of the improved status may be 
found in the proposition that the control 
measures are justified as much by consid- 
eration of national well being as by the 
health of the oil industry only. 


(0) 


WORRIES OF A BANK TELLER 


To begin with there are only two wor- 
ries that mar an otherwise peaceful life 
of a bank teller. These two worries 
seem to haunt his every move. 

When he cashes a check there are two 
worries; either the check is good or not 
good. 

If the check is good there is nothing 
to worry about. 

If the check isn’t good there are two 
worries. Either the check will be made 


good, or it won’t. 
If it is made good there is nothing to 
worry about, but if it isn’t made good, 


you still have two worries. 

Either Mr. Merrell will be angry, or 
he won’t be angry. If he isn’t angry, 
there is nothing to worry about; if he 
is angry, there are two worries. 

Either you will get fired or you 
won't. If you don’t get fired, you have 
nothing to worry about. If you do get 
fired there are two worries. 

Either you go on relief or you don’t. 
If you go on relief, there is nothing to 
worry about; if you don’t go on relief 
there are two worries. 

Either you will survive or you won’t 
survive. If you do survive there is 
nothing to worry about. If you don’t 
survive, there are two worries. 

Either you go to Heaven, or you 
don’t go to Heaven; if you do go to 
Heaven you have nothing to worry 
about (SO THEY SAY). If you don’t 
go to Heaven, there will be so many 
of your friends in the other place, there 
will be no time for WORRY.—Leonard 
Pritsch, in “The Cleveland Trust Maga- 


zine.” 





Consumer Loans as Bank Investments 


By H. M. KirKMAN 


President, Tradesmens National Bank, New Haven, Conn. 


GGRESSIVE policies now obtain 
with progressive and constructive 
banks, and the need of good, 

sound loans governs financial institu- 
tions in their extension of credit, thus 
rendering it necessary to adopt certain 
credit possibilities outlined by the Gov- 
ernment, 

There can be no doubt that consumer 
credit must be extended, not only in 
the way of personal loans, but also in 
loans to finance modernization, im- 
provements to the homes of household- 
ers and first mortgages under the Fed- 
eral Housing Administration plan. 

While it is true the extension of con- 
sumer credit can be carried too far, at 
the same time, the ordinary person who 
desires to relieve himself of urgent bills 
cannot turn to his bank for assistance, 
lacking, as he probably does, a finan- 
cial statement or proper collateral 
which would warrant the bank’s loaning 
him money. Pressed for funds, he has 
then to turn to personal loans from 
regular financial institutions. It has 
been the experience of this ‘institution, 
even though the field is a new one, that 
relieving the ordinary man from the 
burden of hospital bills or other emer- 
gency debts, has been a factor which 
must be considered. 

The personal loan department fills 
the needs and takes care of the wants 
of such an individual at so low a rate 
of interest as not to distress him in 
making equal monthly or weekly pay- 
ments during a year, the life of such 
loans. 

We now turn to the question of loans 
to finance home improvements. The 
Federal Housing Administration, under 
Title I, formerly insured this particular 
class of business to the extent of 20 
per cent. but on the first of April this 
year is was reduced to 10 per cent., 
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a recent interview. 


possibly on the theory that having 
started the ball rolling, and having 
shown financial institutions the great 
benefits derived from this class of loan, 
the banks themselves would then be in 
a position to handle such matters with 
only a nominal guarantee from the Fed- 
eral Housing Administration. 

It is not required that the applicant 
for loan, or contractor or dealer fur- 
nishing the material, or laborer, be a 
depositor of the bank. 

It has been the experience of this in- 
stitution that no loans in the bank’s 
portfolio have been taken care of in 
better shape than these modernization 
loans. This is not surprising, consid- 
ering that the loans are made on a 5 
per cent. annual basis and run from 
one to three years. Not only do these 
loans result in putting the interiors of 
home owners’ homes in better condi- 
tion, but also include the exterior paint- 
ing of homes, erection of garages, new 
plumbing and nearly 100 different 
means of improving property. This 
increases the value of the home, not 
only as a sale proposition, but also 
from a rental point of view. Eventu- 
ally, these loans result in attracting 
patronage even after they have been 
paid. 

Under recent legislation, although 
the modernization plan on homes is still 
kept to a $2000 basis, repairs to com- 
mercial properties have been increased 
up to not over $50,000, which includes 
a great many features—not only the 
reconditioning of commercial buildings, 
but the purchase of machinery and 
other essentials, with a view to placing 
the borrower in a position to meet in- 
creased demand for his product by ex- 
pansion of factory output. 

Also, after having considered the 
policy of personal loans and loans on 
homes, we must take into consideration 
the first mortgage plan as outlined and 





Che 
Cleveland 


Crust Company 


Located at Euclid Avenue and East Ninth Street and in 
Community Centers throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1936 


ASSETS 


Cash on Hand and in Banks 

United States Government obligations, direct and fully 
guaranteed 

State, Municipal and Other Bonds and Investments, 
including Stock in Federal Reserve Bank, less 
Reserves ait Ae Ws 1 

Loans, Discounts and Advances, less Reserves 

Banking Premises 

Other Real Estate, less Reserves 

Interest and Earnings Accrued and Other Resources 

Customers’ Liability on Acceptances and Letters of 
Credit Executed by this Bank aie 


Total 


LIABILITIES 
Capital Notes . $ 15,000,000.00 


(Subordinated to Deposits and Other L iabilities) 
Capital Stock ; 13,800,000.00 
Surplus and Undivided Profits 


Reserve for Contingencies 
Reserve for Taxes, Interest, etc. 


DEPOSITS 


Demand 

Time . 

Estates Trust Department 
(Preferred) ‘ ‘ 

Corporate Trust Department 
(Preferred) 


- $154,833,242.42 
165,273,359.54 


17,072,386.53 


Other Liabilities “yi ae 
Acceptances and Letters of Credit 
Customers 


Total 


Executed for 


Member 


Federal Reserve System 


‘ 3,191,535.03 


: 6,837,966.10 


$111,080,589.00 


91,454,733.87 


13,412,188.87 
142,807,763.19 
5,832,128.45 
12,522,577.41 
2,669,086.28 


291,262.90 


$380,070,329.97 


$ 31,991,535.03 
600,000.00 
1,599,406.01 


$344,016,954.59 
1,571,171.44 


291,262.90 


$380,070,329.97 


Member Cleveland 


Clearing House Association 


Member Federal Deposit Insurance Corporation 
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Ox OF THE world’s finest 
addresses, identified with 
the patronage of social and 
commercial leaders. Newly 
furnished . . . exquisitely 


decorated. From $4.00 sin- 
gle, $6 double, $8 suites. 


es 
VANDERBILT 
HOTEL 


PARK AVE., AT 34th ST., N. Y. 
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approved by the Federal Housing Ad- 
ministration under Title I1. This plan 
permits financial institutions to make 
first mortgages on property—generally 
not exceeding 65 per cent. of the actual 
value, although loans on new buildings 
often exceed that figure, sometimes 
reaching 75 per cent. of the cost, giv- 
ing the borrower up to nearly twenty 
years to repay the loan, these payments 
really being similar to rental costs. 

This paper is insured 100 per cent. 
by the Federal Housing Administration. 
Such mortgages are negotiable instru- 
ments and are well above par at pres- 
ent, there being a strong demand for 
this class of paper from insurance 
companies and_ savings institutions. 
When it is considered that defaults are 
hardled by the Federal Housing Ad- 
ministration directly, and bonds issued 
to the loan bank fully guaranteed by 
the U. S. Government, a bank could 
not find a better form of investment or 
a place where funds could be kept in 
a more fluid condition. 


Taking it all in all, it appears to us 
that the time is past when the banker 
can depend strictly on commercial 
loans. We must also consider the re- 
turn on high class eligible bonds, in- 
cluding Governments with their low 
return, insufficient to assist materially 
in the cost of operation of the ordinary 
financial institution: hence it is neces- 
sarv for a bank to enter into these new 
activities. Although they might not 
furnish sufficient return to meet the en- 
tire overhead of the bank and pay divi- 
dends, at the same time these new fields 
must be developed, being safe and 
sound and with great credit possibilities. 
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EVIL EFFECTS OF TRADE 
BARRIERS 


THE welfare and the prosperity of each 
of our nations depends in large part 
on the benefits derived from commerce 
among ourselves and with other na- 
tions, for our present civilization rests 
on the basis of an international ex- 
change of commodities. Every nation 
of the world has felt the evil effects of 
recent efforts to erect trade barriers of 
every known kind. Every individual 
citizen has suffered from them.—Frank- 
lin D. Roosevelt. 


ENCOURAGMENT OF WORLD 
CREDIT 


Fewer burdensome restrictions and 
more encouragement for world credit 
and the exchange of goods is the only 
defensible and sound economic policy 
in a period when so large a portion of 
the world is in dire need. Assured that 
freedom in the exchange of goods and 
services, which is essential to the move- 
ment of world trade, we might antici- 
pate with increasing confidence the re- 
turn to the world of a prosperity which 
would be built on a solid foundation. 
To build up extreme nationalism with 
its unnatural restriction of trade is not 
progressive but reactionary. It does 
not improve the well-being of the people 
of the world; it impoverishes them.— 
Harry Salinger, vice-president, First 
National Bank of Chicago. 





BANKERS! Why Not A 
LIBRARY? 


A Bank Library Has Its Place in 


Every Progressive Institution » » » 


By IsaBELLE M. BENNETT 


N a time of such sharp competition 

and extreme specialization as ex- 

ists today in the financial and busi- 
ness world, it is surprising that banks 
have not become more keenly aware of 
the possibilities of a bank library as a 
means of meeting these conditions. Out 
of approximately sixteen thousand 
banks now in existence, probably less 
than a hundred maintain libraries; and 
these are, for the most part, in the 
largest banks in the larger cities. It is, 
of course, expensive and impractical 
for a small bank to have a library, 
especially when there is a good public 
library in its vicinity, or when a large 
city bank nearby maintains one. But 
what of the larger banks which could 
and should profitably have a library 
as one of their most active depart- 
ments ? 

In the past fifteen years a great deal 
has been written and spoken about 
this subject; but unfortunately, most 


of the writing and speaking has been 
done by librarians for librarians. Every 
librarian knows from the increasing 
demands on her time and facilities, as 
well as from the high esteem she 
merits from her officers, that the bank 
is finding her library and herself ex- 
tremely valuable. Yet, far too little 
publicity has been given by the bank- 
ers themselves, who enjoy these bene- 
fits, when they appear before other 
bankers (even though their very 
speeches were culled from _ library 
sources). While other departments 
have come in for their share of dis- 
cussion at bankers’ meetings, the sub- 
ject of the bank library has been more 
or less neglected, no doubt because it 
is a service, not an operating depart- 
ment, whose profits are less tangible 
than those, say, of the trust, credit or 
small loan departments. However, the 
interest shown by visiting bankers in 
bank libraries, and the many ques- 


Section of the library of the Chase National Bank in New York. 
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tions which the bank library exhibits 
at several American Bankers Associa- 
tion conventions in the past have 
elicited attest to the fact that there are 
dormant possibilities for the establish- 
ment of new libraries in many institu- 
tions. 

In order to survive and survive 
profitably, a bank has to have newer 
ideas, more efficient methods, a wider 
scope of activity, render greater service 
and satisfaction to its customers, have 
greater foresight,—in fact, know more 
—than its competitors. A library, by 
enabling its bank to accomplish all 
these things, adequately justifies its 
existence on three counts; first, by 
furnishing its officers with pertinent 
information on many subjects used in 
carrying on the daily work of the bank, 
as, for example, stock exchange quota- 
tions, commodity prices, foreign finan- 
cial figures, production statistics, etc.; 
secondly, by serving the officers, as well 
as other members of the staff, as an 
educational unit, on the assumption 
that no one can ever know too much 


about the particular task he is doing, 
about the function of the bank as a 
whole, or about the entire economic 


picture, and by fostering research 
which may someday unearth a wealth 
of new business; lastly, by encouraging 
the bank’s customers and the general 
public to pursue their own studies, as 
well as to learn more about banking, 
thus creating a spirit of goodwill. 

Most banks have potential libraries 
already within their organizations. 
Books, reports, services, magazines, 
newspapers, files, etc., are .scattered 
among various departments and staff 
members,—unknown, perhaps, to all 
except their owners or users. Like 
some business houses, they may even 
have a collection, or nucleus with 
which to start. How often the ques- 
tion, “Do you have a library?” brings 
the reluctant reply, “Well, not exactly. 
We have sort of a collection.” This 
always brings to my mind the picture 
of a row or so of dusty volumes, lan- 
guishing unused in some inaccessible 
corner. 


Thus, the advantages of having a 
library become increasingly evident 
and may be briefly summed up as 
follows: (1) centralization of all 
material in one place (2) vesting of 
responsibility for all this material in 
one person, the librarian (3) elimina- 
tion of duplication in material and 
effort (4) accessibility of material 
to all the staff, instead of a few 
(5) production of facts and figures 
quickly and accurately (6) standard 
arrangement for all files, shelves, cards, 
etc. (7) publicity for old and new 
material. 

It can safely be said that no library 
is better than its librarian, because, 
no matter how imposing an array of 
equipment and material there is, it is 
worthless without a “guiding spirit.” 
I suppose there will always be the dis- 
pute as to whether method is more 
important than subject in the training 
of a special librarian. The ideal, how- 
ever, is a person who has had both a 
college degree, preferably in economics, 
as well as library school training. 

Much can be said in favor of the 
plan of rotating the librarian through 
the various departments of the bank 
to acquaint her, not only with the 
special functions of each department, 
but with the personnel and their indi- 
vidual problems, for only by knowing 
which people need what information 
will she be of greatest assistance to 
the organization. In acting as sort 
of an unwritten “Reader’s Digest,” she 
reads what the staff does not have time 
to read and brings to their attention 
only those items with which they are 
especially concerned, or keeps a record 
for future reference. The many me- 
chanical detailed tasks of a librarian, 
such as clipping, pasting and filing 
newspaper and magazine articles, the 
cataloging of books, the indexing of 
periodicals, the pulling out and put- 
ting away of numerous files and 
volumes every day are compensated 
for by the knowledge that she is not 
merely creating, but using many price- 
less reference tools. It is little wonder 
that some officials consider their libra- 





Mark Twain’s joke came true 


THE telephone was in its infancy. Mark Twain—an 
early subscriber in Hartford, Conn.—poked fun at 


it one day. 


“The day will soon come,” said he,“when the tele- 
phone will bring you the voice of the man across the 
sea as clearly as though he were in San Francisco.” 

A good joke then—an everyday fact today. For the 
Bell System has worked steadily toward one goal: to 
enable you to talk with anyone, anywhere, anytime. 


BELL TELEPHONE SYSTEM 


rians no less than oracles, when, for 
instance, an inquiry as far afield from 
banking as, “Where can I get a statue 
of Woodrow Wilson?” is calmly re- 
ceived and answered promptly, 


Mention should be made here of the 
service rendered to embryo and new 
libraries by the Special Libraries As- 
sociation and the American Bankers 
Association in furnishing very practical 
information and suggestions as to the 
how, where and when of a_ bank 
library,—the Employment Committee 
of the former gladly supplying a libra- 
rian, upon request. 

So bankers casting about for new 
avenues of growth cannot afford to 


regard a library either as a luxury or 
a liability, for it has come to be rec- 
ognized as an important factor in the 
practical affairs of the entire business 
world. “The movement begun in the 
special libraries to bring the right 
information to the right worker on 
the job at the right time has seized 
upon many progressive enterprises, 
public and private, as its field and is 
fast placing solid foundations of knowl- 
edge, fact and experience behind the 
work of the world.”* 
Bankers, why not a library? 


*John A. Lapp, quoted in “The Library 
as a Vocation,” selected and annotated by 
Harriet Price Sawyer. 
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More profitable banking 


Banks in the future will have to depend 
more and more upon their ability to obtain 
a sufficient income from the consumers of 
their services to continue to operate at a 
profit, as former sources of banking income 
have been seriously curtailed. One sound 
source of income is the checking account 
service charge. 


120 pages, 644 x 914, $3.50 
Illustrated with charts and tables 


How to charge for this service correctly and 
scientifically is told in— 


Analyzing Checking 
Accounts Scientifically 


by FREDERICK W. HETZEL 
Assistant Treasurer, The Trust Company of Jersey City, N. J. 


If the service 

charge is here to stay and if it is to be accepted willingly by commercial bank 
depositors it must be based on a scientific analysis of each account and must be 
fair to all concerned. 


7 is not enough to simply say “Let’s put on a service charge.” 


Also the process of analysis and the deter- 
mination of the charge must be reasonably 
simple and must not be more costly in time 
and effort than the results warrant. 


The Chapters: 
. Our Present Difficulties. 
. The Problem. 
. Analyzing the Account. 


Mr. Hetzel in his book starts with the 
problem which is common to all commercial 
banks today and proceeds to show how this 


. Establishing a Principle 
Account Analysis. 





. Expense Items. 
. The Problem of Float. 


. Rewarding the Profitable Ac- 
count. 


. Making an “‘Analastic” Analy- 
sis—Proof of Analysis. 


. The Use of Analysis Cards. 
. Graduated Charge Schedule. 


. When Reserve Is Computed 
on Net Balance. 


. Profit Base Employed Justified. 
. Expediting the Work. 
. Putting the Plan into Effect. 


. What a Deposit Is and How 
It Should Be Treated. 


problem may be solved in a manner which 
will prove satisfactory not only to the bank 
but to the bank’s customers. 


A valuable feature of this book is the publi- 
cation, for the first time, of the author's 
tables which have been carefully worked out 
to determine the amount of charge required 
to rectify an account with deficient balance. 
These are based on a given reserve, a given 
yield and a given profit but may be changed 
to fit the circumstances of any bank. 


BANKERS PU BLISHING COMPANY, 465 Main St., Cambridge, Mass. 
30 





TITLE 1, F. H. A., 


SHOULD BE EXTENDED 


Modernization Loan Program of the Federal 
Housing Administration Should Be Continued 


By L. A. CHAMBLISS 


Assistant Vice-President, Fidelity Union Trust Company, Newark, N. J. 


N all the current talk about Title 2 
I of the National Housing Act and 

the necessity for its extension we 
seemingly have lost sight of the advan- 
tages enjoyed by owners and lending in- 
stitutions under Title 1 of that act, 
which also serves an important social 
purpose in our economy. 

Valuable as the mortgage lending 
program under Title 2 may be, the re- 
demption of real estate property under 
Title 1 is just as important, and prob- 
ably more so to banks, since older real 
estate must be kept abreast of modern 
real estate in the sharp competition of 
a new home market. This is essential 
to the preservation of the mortgages we 
hold in our portfolios. 

It may be argued that the FHA was 
designed as a recovery measure. But 
recovery is not complete; confidence is 
not fully restored; the time is not yet 
ripe to cut off this encouragement to 
banks and owners to codperate in the 
problem of rehabilitating the real estate 
properties in which they are interested 
as lenders and owners. 

If necessary, a small insurance fee 
might be set aside to create an insur- 
ance pool, as in Title 2 loans, and thus 
make them self-sustaining. 

Title 1 expires April 1, 1937. It 
ought to be extended. 

_ At the outset of the FHA campaign 
in 1934, under Title 1, the Federal 
Housing Administration stated that there 
were 16,000,000 homes in the United 
States in various stages of disrepair 
and obsolesence. Three million of 
these, it stated, were beyond redemption 


and fit only to be razed. This left 13,- 


000,000 homes which could be and 
should be restored and modernized to 
raise them to proper standards of habita- 
tion and to make them sound financial 
investments. 

Since that time one million and a 
quarter modernization and _rehabilita- 
tion loans have been made aggregating 
close to one-half billion dollars. On 
the basis of these figures the surface of 
this field of credit has not even been 
scratched. There still remain close to 
twelve million homes which might be 
profitably renovated. 

There is a deep social significance to 
FHA modernization loans and a vital 
reason why banks should seek the ex- 


© Wnderwood & Underwood 
L. A. CHAMBLISS 
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tension of Title 1 in order to continue 
them. 

The very conception of Title 1 of the 
National Housing Act contemplated the 
stimulation of employment in the con- 
struction industry and the raising of 
the older sub-standard homes of the 
country to proper standards of social 
usefulness with profit to all. 

From the standpoint of banks and 
other lending institutions, this means 
the preservation of their mortgage in- 
vestments. No one who has studied the 
present housing development can escape 
the conclusion that the existing market 
is a new house market and that the only 
way in which the market value of older 
dwellings now under mortgage can be 
maintained in the face of new house 
competition is through bringing them up 
to where they approximate new home 
standards in condition, equipment and 
desirability. 

Many banks have learned this lesson 
with respect to properties taken over 
in foreclosure. The same depreciation 
which afflicted them is present poten- 
tially in going buildings still in their 
owners’ hands. 

We are still inclined to think of 
houses in “horse and buggy” terms. 
For decades the only major changes in 
their structure were from gas to electric 
light and from dusty hot air furnaces 
to steam and hot water. The funda- 
mentals of house design and construc- 
tion seemingly never changed and their 
market value remained fairly constant. 
Mortgages were usually permitted to 
continue in effect without amortization 
and with reasonable safety. 

But ufider the pressure of depression 
forces the intensive methods of develop- 
ment of other industries has been ap- 
plied to the construction field. Archi- 
tects have evolved better designs. New 
materials, new equipment, new protec- 
tion, new gadgets have been developed 
that have brought about a major degree 
of obsolesence in pre-depression houses 
in the space of a very few years. 

Today women buy the houses. Ad- 
vertising sells them. The latest kitchen 
equipment, bathroom’ gadgets and 
bright new oak floors mean more to 


them than a solid foundation. Insula- 
tion and oil burners appeal to them 
and their menfolk alike. Your build- 
ing may be of the best construction, but 
unless it has in addition the modern 
accessories which people can visualize 
and to which they have been educated, 
it will not sell readily at an adequate 
price in competition with new houses 
that have them, and salability is the 
measure of their value. 

There is nothing in these loans in- 
consistent with current practices in 
banking. Indeed, Title 1 contemplates 
the most conservative type of install- 
ment or personal loan, made for the 
conservative improvement of residence 
property on which, in most instances, 
some lending institution has a loan. 
And such a loan, so used, enhances the 
value of such property. This fact has 
not been sufficiently appreciated. If 
any doubt remained of the usefulness 
of Title 1, the number and volume of 
loans made under it should resolve it. 

Besides the direct economic benefit, 
it is unquestionably true that Title 1 
modernization loans have been a source 
of profitable business to lending institu- 
tions, making them sounder and better 
able to serve the community. The rate 
of interest earned has been good—cer- 
tainly good in contrast with that on 
some commercial loans—and_ banks 
have been able, in most instances, to 
handle this business without any in- 
crease in overhead. Few banks reduced 
their forces during the depression and 
undoubtedly the work entailed in this 
activity has only taken up part of the 
slack in their operating capacity. On 
this basis it can be reasonably argued 
that the income earned on these loans 
is net income. 

To summarize, Title 1 has rendered 
a social service by encouraging banks 
to extend a type of credit which has 
stimulated employment, improved real 
estate values and strengthened mort- 
gages, all with profit and safety to 
banks. 

It has enlarged the social usefulness 
of banks and has brought into helpful 
contact with banks thousands of people 
who would not otherwise have had such 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 
McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


contact, and has increased the knowl- 
edge of the public of banking service. 

It encourages banks to make loans for 
improvement and modernization pur- 
poses under sound regulations. 

It has opened up an avenue of new 
earnings for banks. 

Its continuation will in no way con- 
flict with the current effort to curtail 
the activities of Government lending 


New York City 


agencies which actually compete with 
banks. 

It would be a pity to terminate this 
useful activity by permitting Title 1 to 
expire. It is to be hoped that Congress 
will extend it in the session which 
opened in January. It is likewise to be 
hoped that bankers will make their 
sentiments known to their representa- 
tives in the halls of Congress. 


EXTRACTS FROM FRIENDLY LETTERS 


(On the occasion of THE BANKERS MAGazINe’s 90th Anniversary. ) 


From the National Bank of Commerce, 


Norfolk, Va. 


“We wish to congratulate you on your 
outstanding publication and the anni- 
versary you are about to celebrate.” 


From the Equitable Trust Company, 
Wilmington, Delaware. 


“We take this opportunity to offer 
you our congratulations on your long 
period of service to the banking world.” 


From Ernest J. Perry, President, First 
Fond du Lac National Bank, Fond 
du Lac, Wisconsin. 


“We wish to take this opportunity of 
congratulating you on passing the 90th 
milestone of your publication. I believe 
this bank may be numbered amongst 
your oldest subscribers who have con- 
tinued to take your magazine over a 
period of years. As one old friend to 


another, we send you our greetings and 
best wishes for your future.” 


From W. R. Burgess, Federal Reserve 
Bank of New York. 


“Congratulations on your 90th anni- 
versary number. It is an attractive edi- 
tion with lots of meat in it.” 


From F. M. Staker, Assistant Vice- 
President, Commerce Trust Company, 
Kansas City, Mo. 


“Mister, it’s a peach. I am as proud 
of you as you are yourself, and that’s 
something.” 


From Dudley Ward, British Overseas 
Bank Limited, London. 


“I hope you will allow me to con- 
gratulate you on so wonderful a record 
for a journal of this character, and to 
wish to you and your publication an 
equal measure of success in the future.” 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 
in full payment or return the book. on 


approval 





REGULATION OF BANK CREDIT 


By Newton D. ALLING 
Past President, American Institute of Banking 


HE depression of 1929-33 has 
focused the attention of economists 
and the public in general on the 
credit as well as the industrial situa- 
tion. Many theories are advanced for 
its correction and for prevention of 
future depressions, but they all seem, 
in the view of this writer, to fall short 
of the real issue. That issue is that 
there has been too much credit availed 
of in the past in one form or another. 
Too many real estate mortgages with 
title companies pretending to guar- 
antee them and thus misleading in- 
vestors, too much selling on_ install- 
ment, which encourages wage earners 
to mortgage their future, too many 
bond issues by corporations, which 
enable them to suck up the great 
reservoir of surplus funds and use them 
for their own aggrandizement, too many 
holding companies, which build up 
unnecessary security structures on top 
of other securities, too many bond 
issues by states, counties and munici- 
palities and last but by no means least, 
too much of a bond issue by the Fed- 
eral Government during the war which 
perhaps could not have been avoided, 
but which was probably largely re- 
sponsible for subsequent inflation. 
Underlying all of the foregoing is 
the primary credit created by the 
banks. Their credit is money in its 
nature and effect. They have been 
allowed to loan too freely against every 
variety of security thus drawing into 
their portfolios too much of the prop- 
erty of the country in the form of 
fixed assets and creating thereon too 
large a volume of credit money in 
the form of deposits. Unless some 
means is devised to prevent banks from 
making loans on fixed assets, the same 
conditions will recur. Let us hope 
that thoughtful people will help in 
devising regulations for the banking 
system whereby commercial banks 


which furnish checking facilities will 
be confined to current funds as dis- 
tinguished from investment funds for 
deposits and to current assets for their 
investments and as a natural corollary 
that other forms of credit will be prop- 
erly regulated. 

To control credit certain fundamental 
changes in banking customs are neces- 
sary, and legal control of the issue 
of securities must be installed, espe- 
cially of mortgages on real estate. The 
experience of the last four years with 
mortgages, and the wrecks left of so- 
called mortgage guaranty companies, 
is fresh in the minds of everyone. That 
such companies should ever have been 
allowed to operate without strict super- 
vision is now past comprehension. To 
put it briefly, every concern which 
handles other people’s money as an 
investment should be carefully scruti- 
nized as to its right to exist. People 
should be taught to invest their own 
money and not rely on some im- 
personal concern which may be in- 
augurated with the best of intentions, 
and under the most conscientious of 
managements, but which is very likely 
to deteriorate as to those qualities as 
years go by, especially when the old 
management is superseded. If such a 
concern is successful it is bound to 
encourage a host of imitators without 
the same moral scruples and mana- 
gerial ability. 

As to the control of other types of 
investment, that also has been sorely 
needed. The present Administration 
has inaugurated such a control of se- 
curities which may need some revision, 
but which I venture to predict will 
never be wholly abandoned. It has 
also introduced some regulation of 
bank loans on securities by requiring 
increased margins, but a more funda- 
mental change is necessary. Such a 
change to be effective must go to the 


35 





36 THE BANKERS MAGAZINE 


very root of the trouble. It must com- 
pletely divorce the banking business 
from the investment business. A banker, 
that is a person or corporation that 
receives the money of other people on 
deposit, must of course invest a large 
portion of that money to make the 
business self-sustaining, but he should 
not be engaged in the investment busi- 
ness. There is a great deal of con- 
fusion about the term banker and 
banks in general. A banker is one 
who receives other people’s money on 
deposit subject to check, yet the term 
is used to include dealers in securities, 
an entirely different business. Dealers 
in securities are merchants, just as 
much as dealers in shoes, clothes and 
groceries are, 

When these dealers in securities are 
able to merge their business with that 
of banking, the trouble begins. It 
makes the banks dependent on the 
security market for their stability, 


whereas banks should be so conducted 
that the rise or fall of the security 


market would affect them no more than 
the rise and fall in the butter and egg 
market. How to bring about this di- 
vorcement is a controversial and techni- 
cal question. It involves the complete 
separation of commercial banks from 
the investment or financing business. 
The term commercial banks is applied 
to those which receive deposits sub- 
ject to check. The deposits which they 
receive are or should be the current 
funds of the community; the funds 
or moneys of their depositors, which 
would be kept in their pockets or 
offices if there were no banks. Those 
deposits are received from one set of 
depositors who have more current funds 
at the time than their business or their 
personal needs require and are loaned 
to another set of depositors who are 
short of current funds. This is known 
as seasonal lending. The two sets of 
depositors may change places in six 
months and probably will. In other 
words, the commercial banks are an 
aid to business by employing surplus 
funds of some depositors and replenish- 
ing the current funds of others. 


Through the growth of the country 
and the credit structure there became 
more and more funds available for 
deposit. Banks grew in volume of 
deposits, new banks were formed and 
competition developed, all of which 
helped to build up this credit structure 
that has been referred to. The com- 
petition for deposits resulted in some 
banks offering interest on demand de- 
posits, this forced others to do the 
same and soon practically every bank 
was paying interest on demand de- 
posits. Many had offered and were 
paying interest on time deposits and 
on savings deposits. This reference, 
mind you, is to commercial banks and 
not to savings banks which are organ- 
ized to receive savings and pay inter- 
est on them, the type of whose invest- 
ments are different, more of a long time 
nature than those of the commercial 
banks. The volume of deposits in com- 
mercial banks increased to such an 
extent as a result of paying interest, 
that they were forced to depart from 
the time honored and conservative cus- 
tom of investing their deposits by dis- 
counting short term notes and bonds, 
and invested for longer periods in 
bonds and mortgages and loans on 
securities which have no maturity date 
at all. That was the undoing of the 
commercial banks, for when they ran 
into a panic, as they are bound to do 
occasionally when credit is stretched 
to the limit, they were unable to realize 
fast enough on their long term assets 
and they all began selling bonds, forc- 
ing bond prices down, which made all 
banks carrying a large amount of in- 
vestments in bonds insolvent. The 
rule is that banks which furnish the 
credit currency, the purchasing power 
of the people, should not furnish the 
capital funds of the country. 

The man in the street will ask “why, 
if the bankers knew better than to, in- 
vest in bonds, did they do so?” The 
answer is that the banks in their eager- 
ness to get deposits went out and bid 
for them with high interest rates and 
thus attracted a tremendous volume 
of investment funds. There were not 
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enough short time commercial loans 
to go around and so the commercial 
banks had to invest in bonds and mort- 
gages, in other words they went into 
the investment business. They were 
investing people’s money for them 
guaranteeing to pay it back practically 
on demand, in short, guaranteeing 
people’s investments. Naturally, the 
people or depositors were very glad 
to have the banks do their investing 
for them instead of doing it themselves. 


Separate Banking Functions 


The cure is to have the banking law 
so drawn that commercial banks, which 
handle checking accounts and thereby 
furnish nine-tenths of the current funds 
of the country, shall not pay interest 
on balances and shall be limited in 
their investments to short time and very 
liquid assets. These banks should be 
the only members of the Federal Re- 
serve System and the only banks which 
furnish the checking money, and the 
only banks whose deposits are guar- 
anteed. Then there should be another 
type of bank, which could not do a 
checking business but could pay in- 
terest on balances and buy and sell 
securities. These banks would attract 
all of the investment funds of the 
people as distinct from current or non- 
investment funds. They would not be 
members of the Federal Reserve Sys- 
tem and would not have the power 
of creating bank credit. They would 
be much like the present savings 
banks with the privilege of withholding 
payment of balances for thirty or 
ninety days in time of panic and 
would furnish capital funds. Their 
deposits would not be guaranteed, be- 
cause that would be equivalent to guar- 
anteeing investments. 

Thus there would be two distinct 
types of banks, one furnishing the 
money or current funds for business 
and the other furnishing the more 
permanent funds for investment. When 
a time of uneasiness or panic comes 
the current funds banks would not be 
affected by the fall in price of securi- 
ties and land, their short time com- 


mercial investments, maturing rapidly, 
would keep them in funds or they 
would have recourse to the Federal 
Reserve banks. The investment banks 
on the other hand would clamp down 
their thirty days’ delay on withdrawals, 
just as was done in the famous Bank- 
ing Holiday of 1933, and thus ward 
off the panic. 

Then we would not experience again 
the economic agony of having all. the 
spending money of the country tied 
up and a large portion of it never 
released. The over-expansion of credit 
which we have witnessed in this coun- 
try since the Civil War and especially 
since the World War would not be 
repeated and thus set the stage for 
another depression. 

This general plan for reorganizing 
the banking system is offered as the 
most feasible that can be adopted be- 
cause it can adapt the present ma- 
chinery with the least trouble. Assum- 
ing that private ownership of property 
is to be continued and assuming that 
some form of banking to utilize credit 
and facilitate business is necessary, 
then the form of banking adopted 
must be such that it is not only vested 
with some control over the credit it 
is to create, but the banking system 
must be set up along such lines that 
it will not get out of control itself. 

A stream can be guided and con- 
trolled, but a torrent cannot. If the 
banking system is so constituted that 
it gradually absorbs in one way or 
another practically all of the tangible 
property of the country and on that 
property a credit structure is erected 
in proportion, we will have a torrent. 
On the other hand, if the system is 
so modeled that it only absorbs a 
certain amount or class of the prop- 
erty, the credit created will only be 
a stream which can be controlled. This 
can be accomplished by not only 
segregating the investment business, 
but investments themselves. The rules 
promulgated and limitations laid down 
must not only regulate the outgo of 
loans but they must regulate the in- 
take of deposits. 





TAXATION OF CHAIN STORES 


The accompanying account of the defeat, in California, of an attempt to impose a 
special tax on chain stores, furnished by the California Chain Stores Association, is 
published because it may be of interest to bankers. The chain stores now do an enormous 
volume of business, and their relation to the banks of the country must be of great 
importance. Furthermore, since there are chain banks and branch banks, similar attempts 


to suppress them by taxation may be made. 
reasons stated, should not be interpreted as 


chain store system.—Enprror. 


ISCRIMINATORY and punitive tax 
legislation cannot survive the or- 
deal by ballot, where the facts 

on both sides are given the public. 

This meaning is read by political 
observers into final returns from the 
California political arena where, on 
November 3, chain stores for the first 
time fought it out with their competi- 
tors in a referendum on discriminatory 
chain taxation. 

Second only to the Presidential vote, 
the ballots cast to repeal the Cali- 
fornia chain store tax law totalled 
more than 2,300,000, by far. the most 
ever recorded on a California proposi- 
tion. Fifty-seven of fifty-eight coun- 
ties voted against the measure which 
had been passed easily in the 1935 
Legislature and provided a tax gradu- 
ated steeply from $1 on a single store 
to $500 per year on the tenth and 
each additional chain store. 

The plurality of “no” votes on the 
tax was approximately 285,000. 

During the California campaign, the 
issues inherent in this type of taxation 
received their first public presentation. 
Among the questions threshed out pub- 
licly by the chains with their opponents 
were: whether the tax power should 
be used to destroy competition; whether 
new hidden taxes should be imposed 
on necessities; and whether certain 
types of business should be discrimi- 
nated against by taxation. 

Prevalent suspicion of big business 
furnished the smoke screen behind 
which the wholesalers and independ- 
ents, who sponsored the tax, con- 
ducted their battle. Although most 
df the California chain organizations 
which would have been affected are 
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But the publication of this article, for the 
taking a position either for or against the 


small and locally-owned, the chain 
store was pictured luridly as an “octo- 
pus” and the emotional theme of 
“monopoly” was freely played upon, 
the sponsors naming their political 
agency the “Anti-Monopoly League of 
California.” 

California chains, unorganized and 
politically unprepared when the tax 
bill passed through the Legislature, 
formed the California Chain Stores 


Association to defend themselves, and 
to direct their campaign selected Don 
Francisco, vice-president of Lord & 
Thomas, Advertising Agency. 

Facts, carefully assembled from au- 


thentic sources, such as reports of the 
Federal Government, were marshalled 
to defeat the measure, and the facts 
won. 

Seventy-eight California organiza- 
tions, including civic, political, busi- 
ness, consumer, and women’s groups, 
studied the issues and recommended 
defeat of the tax. 

Typical was the resolution of the 
California Consumers’ Conference, find- 
ing the proposed tax to be “one of the 
most pernicious types of hidden tax 
on consumers” and condemning it 
further as unfair and discriminatory. 
The conference urged the public “for 
its own protection” to defeat the 
measure. 

Throughout California, newspaper 
publishers found themselves in an un- 
comfortable position. They were pre- 
sented with the choice of maintaining 
silence on an issue of wide public 
interest, or taking sides in’ the face of 
possible pressure from disappointed 
advertisers. 

More than 200 California news- 





GENERAL 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 


GEN! 


MOTORS ACCEPTANCE 


MOTORS 


CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and _ institutions, in 
convenient maturities 
and denominations at 
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INSTALMENT 


HALL, OPEL, BLITZ— 
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current discount rates. 


These NOTES are available, in limited amounts, upon request. 
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papers, however, met the issue, and 
recommended against the tax, many 
on the ground that its principle was 
unsound. 

Both sides sensed that their fight 
in California held national significance. 
With a large and varied population 
and a _ ground swell of sentiment 
against big business, the chain tax 
issue was being aired publicly, through 
radio, the newspapers, circulars, bill- 
boards, and from the platform. 

Accustomed to victory in their cam- 
paign for anti-chain legislation in the 
states, and fearing a turning of the 
tide, crusading wholesale and _ inde- 
pendent merchants of twenty-nine dif- 
ferent states sent contributions into 
California to aid their campaign for 
the tax there. 

Defeat of the measure heartened 
chain organizations throughout the 
country. Chain tax laws are on the 
statute books in more than a score 
of states, and the verdict of the Calli- 


BRANCHES IN PRINCIPAL CITIES 


fornia voters 


against discriminatory 
and hidden taxes, which are eventually 
paid by the consumer, indicated such 
legislation would be voted down wher- 
ever the voting public has the benefit 
of the facts. 
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RAILROADS STILL ESSENTIAL 


THE commerce of this continent de- 
mands transportation of vast quantities 
of goods, at good average speeds, be- 
tween all points in all weathers and all 
seasons. Railroads are able to meet 
that demand, and to do it at over-all 
costs so low that they haul a ton a mile 
for an average revenue of less than one 
cent. Railroads can do the essential 
job—and there is nothing now in ex- 
istence or in sight to take their place. 
Railroads will continue to be the essen- 
tial transportation service on this con- 
tinent.—J. J. Pelley, president, Associa- 
tion of American Railroads. 
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Invest in Improved 


.. . PUBLIC RELATIONS 


No matter whether your bank is new or old, large or small, its 
success in the last analysis depends upon the good will and friend- 


liness of the people of your community. 


. . . Here is a book 


which covers in detail the art of ‘‘public relations’’—the technique 
of presenting your bank and its services in a favorable light. 


The author of this 
book spent three years 
reviewing everything 
that has ever been 
written on the subject 
of bank advertising, 
selling or merchandis- 
ing methods. 


This book is not only 
a condensation of his 
own views and expe- 
rience in this field but 
it also reflects the best 
thought of many other 
practical authorities. 


MERCHANDISING 


for Banks, Trust Companies and 
Investment Houses 


By L. D. MEREDITH 


HIS book discusses not just bank adver- 

tising, or selling banking services, but 
the whole “merchandising process.” The 
author believes that bank services may be 
“*marketed’’ on just as scientific a basis as 
manufactured products and that bankers 
should take just as much pains to analyze 
every step in the process which includes the 
four elements of merchandising, namely, 
market analysis, advertising, selling and 
publicity. 

Financial institutions offer a wide variety 
of services and these services interest the 
consumer for a wide variety of reasons 
demanding many different kinds of “‘ap- 
peals."" Between the producer, the bank or 
investment house, and the consumer there 
exists a wide gap which must be bridged. 
This means devoting careful and intelligent 
attention to the tastes of the consumers and 
to the methods by which the message of 
the offering institution may be conveyed to 
customers and prospects. 

This book doesn’t discuss means of get- 
ting “new business’ by ballyhoo methods 
only to find that the business thus secured 
costs far more than it was worth. But it 
does show how banks can analyze their 
merchandising problems, decrease their sell- 
ing costs and maintain the good will and 
good understanding of their present cus- 
tomers and future prospects. 

We would be glad to send this book on 
approval without obligation to any bank or 
banker in the United States. 


Price $5.00 delivered. 


BANKERS PUBLISHING COMPANY 


465 MAIN STREET 
CAMBRIDGE, MASS. 





Old London Bank in New Dress 


HE new premises of Williams 
Deacon’s Bank Limited have re- 
cently been completed and open to 
the public at a house-warming cere- 
mony which was attended by repre- 
sentatives of every phase of the financial 
and commercial activity of London. 
The main frontage is on Birchin Lane. 

The new building follows the Geor- 
gian tradition and is erected in brick 
and stone, which besides being in keep- 
ing with the surrounding premises re- 
cently erected, harmonizes with the 
adjoining Church of St. Edmund King 
and Martyr. 

The banking hall runs through two 
stories in height and is lighted mainly 
by the large semi-circular headed win- 
dows on either side and by the top 
lights where the building is set back 
above in order to conform with agree- 
ments entered into wiih regard to 


mutual rights of light with the sur- 


rounding property. 

The public space is paved with rub- 
ber with a margin and skirting of green 
marble, the bank fittings being gener- 
ally in mahogany and bronze. and the 
walls, piers, columns, etc., plastered 
and painted. A segmental balcony has 
been arranged at either end of the bank- 
ing hall affording valuable additional 
banking space easily accessible from 
the ground floor and forming a pleas- 
ing feature flanked by its twin semi- 
circular headed windows. The greater 
part of the sub-basement is taken up by 
the strong rooms and a well-lighted 
basement adds a large area of floor 
space for the use of the various depart- 
ments of the bank. 

The whole of the manager’s depart- 
ment has been arranged on the right 
side of Birchin Lane entrance, the prin- 
cipal rooms overlooking the church- 
yard. 

Nothing elaborate has been attempted 
in the way of decoration. The bank 
parlor has been carried out in plain 
plaster, the board room being panelled 
in mahogany and the luncheon room 


in pine, and painted. The Georgian 
feeling has been maintained through- 
out, but with an eye to modern treat- 
ment and use of materials. 

The churchyard is to be laid out and 
kept in order by the bank, and a scheme 
has been prepared for this, retaining 
the existing plane tree in the center, 
turfing the surrounding plot. Flower 
borders will be placed around the outer 
edges and a paved path around the four 
sides next the building carried out in 
Portland stone with dwarf retaining 
walls and steps to suit the slope of the 
ground as required. 

Williams Deacon’s Bank dates back 
to the year 1771. By a process of 
amalgamation and the opening of new 
branches, the bank is now widely rep- 
resented, not only in Lancashire but in 
a large part of the North of England 
and North Wales, including particu- 
larly Liverpool and Sheffield. There 
are now altogether 195 offices of the 
bank outside of London. 

In July, 1930, arrangements were an- 
nounced for a new and _ interesting 
alliance with the Royal Bank of Scot- 


Entrance in George Yard to the Lon- 
don premises of Williams Deacon’s 
Bank, Ltd. 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Enroll now for fall courses. 
Private or class instruction. Day or 
evening. Native teachers. Send for 
1936 catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 
New Yorx 


630 Fifth Ave. Circle 6-1416 
30 West 34th St. PEnnsylvania 6-1187 
1 DeKalb Ave., Bklyn. TRiangle 5-2123 
Baltimore Life Building 
140 Newbury Street 

.30 North Michigan Avenue 
Leader Building 

David Whitney Building 
15th Street 

Grant Building 
Continental Building 

1115 Connecticut Avenue 


BALTIMORE 


Cuicaco 
CLEVELAND... 
DetrRoIT 
PHILADELPHIA 
PitTsBURGH 
St. Louts 
WASHINGTON 


land, the largest of the Scottish banks, 
which was established over two hundred 


years ago. ‘The shares of Williams 
Deacon’s Bank Limited are now held 
by the Royal Bank of Scotland, and, 
while each bank still preserves its 
separate identity and continues under 
its own management, the association 
has proved helpful to the clients of both 
institutions. 

For many years Gerald Powys Dew- 
hurst has been chairman of the bank. 
The present general manager is Harold 
Bradburn and the manager of the Lon- 
don office in Birchin Lane is C. H. Scott. 
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THE NEW YEAR 


ANOTHER year passes, adding that much 
more to man’s storehouse of knowledge 
and experience. Economic recovery 
has continued throughout the year with 
a constantly widening base. It should 


be considered an accomplished fact. 
That must be recognized by all. 

Now we pass to another problem that 
challenges our ability, experience and 
imagination and demands the most in- 
telligent co-operation of all concerned 
—the problem of injecting into our na- 
tional economy a greater measure of 
stability. To the degree that we ap- 
proach that objective not only do we 
make a most important contribution to 
the social and material progress of our 
people, but at the same time we 
strengthen the foundations upon which 
our American institutions are built. 

I believe 1937 will see a continuing 
of the natural processes of recovery 
with a further widening of its base. 
Many important economic forces are in 
that general direction. On the other 
hand there are also important influences 
to the contrary. Among these indus- 
trial strife is certain to exert a nega- 
tive effect, and rapidly ascending 
prices also, 

The year 1937 ought to be better 
than 1936. All things considered I be- 
lieve it will be somewhat better.— 
Alfred P. Sloan, Jr., President, General 


Motors Corporation. 


SAVE STATE BANKING 


Our state banking systems are worth 
saving. They should not be destroyed. 
The problems before the people of 
America are many and varied, and re- 
quire for their solution patriotism and 
courage of a high order. State bankers 
can and will do their part in this laud- 
able undertaking, for they live, day by 
day, close to the heart of America. To 
scuttle our state banks, whether it be 
done in the name of unification, effi- 
ciency, economy, centralized control or 
what-not, will be to destroy something 
that is not only distinctly American, 
but a mighty force which has wrought 
well in the long upward climb which 
our people have made in 150 years to- 
ward world supremacy.—William S. 
Elliott, vice-president, Bank of Can- 
ton, Ga. 





The Bank of Finland, 1811-1936 


From the November Bank of Finland Monthly Bulletin 


N December 12, 1936, one hun- 

dred and twenty-five years will 

have passed since the Bank of 
Finland was founded. This period 
has been rich in experience and after 
various reforms the Bank of Finland 
has gradually developed into a real 
central bank. 

During the war of 1808-1809 that 
led to  Finland’s separation from 
Sweden and her incorporation with the 
Russian Empire as an autonomous 
state, the only bank in Finland, the 
discount bank in Turku (Abo), which 
was a kind of branch of the Bank of 
the Estates of Sweden, was closed. As 
there was great need of a_ banking 
establishment for creating order in the 
monetary conditions and dealing with 
the exchange of the different coinage 
and notes in circulation, the Bank of 
Finland was founded in 1811 mainly 
on the same principles on which the 
central bank in Sweden had been built 
up. The business of the new bank was 
confined at first to the duties referred 
to, the lending business being insignifi- 
cant and the note issue greatly re- 
stricted. 

In 1840 the Bank of Finland entered 
upon a new phase. In connection with 
a reform of the currency founded on 
the rouble the bank was reorganized 
as a bank of issue in the modern sense, 
also developing its foreign business 
and participating in the issue of state 
loans. A further step in the develop- 
ment of the Bank of Finland was taken 
in 1860, when Finland obtained her 
own currency and the bank was granted 
the right of issuing its own notes in 
Finnish marks as well as silver and 
copper coin. 

A few years later, when constitu- 
tional activity began in Finland and 
the Diet began to function, the Bank 
of Finland that had up to that time 
mainly occupied the position of the 


bank of the Finnish Government, was 
transferred in 1867 to the estates. 
Since then the bank has “carried on its 
business under the guarantee and super- 
vision of the Diet.” 

Up to 1861 the Bank of Finland was 
the only actual banking establishment 
in the country, but since that year a 
network of joint stock banks, savings 
banks and other banking institutions 
has spread over the country. By this 
means the importance of the Bank of 
Finland in the money market was re- 
duced. At the same time the course of 
development resulted in the business of 
the Bank of Finland acquiring those 
forms to an ever-growing extent that 
are characteristic of an actual central 
bank. The great fall in the value of 
silver at first created considerable diff- 
culty in the Bank of Finland maintain- 
ing the value of the currency. In 1877, 
therefore, the gold standard was in- 
troduced in Finland. From that year 
to the Great War Finnish currency was 
thoroughly stable and assisted in the 
economic progress of the country and 
the development of its foreign relations. 


Head Office of the Bank of Finland 
in Helsingfors. 
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During the war the coercive policy of 
the Russian authorities caused the Fin- 
nish mark, following the Russian 
rouble, to fall in value, and even after 
1917, when Finland declared her in- 
dependence, inflation continued in the 
abnormal conditions of that time. The 
Bank of Finland lost all its own funds 
and was only able, thanks to the sup- 
port of the state, to improve its posi- 
tion by degrees and thus gain the pos- 
sibility of controlling the currency 
position. 

In December, 1925, six months after 
England had returned to the gold 
standard, the situation in Finland was 
considered ripe for a similar step. 
The Finnish currency was then devalu- 
ated to the level to which it had de- 
preciated in the course of the previous 
inflation. 

The calmer period that followed was, 
however, not of long duration. In the 


autumn of 1931 Finland was already 
forced by external circumstances to 
follow the example of England and 
several other countries and suspend the 


gold standard. After some fluctuations 
during the time immediately after the 
suspension of gold the Bank of Fin- 
land succeeded in giving the Finnish 
currency a stable value in relation to 
sterling, and since January, 1933, the 
relation between these currencies has 
remained unchanged. 

The favorable economic progress of 
the last few years, during which Fin- 
land has redeemed the greater part of 
her foreign indebtedness, has provided 
an opportunity for the Bank of Fin- 
land to consolidate its position in a 
high degree. 

The Bank of Finland is not a large 
central bank according to international 
standards, but, except when circum- 
stances have proved insuperable even 
in the case of large central banks in 
wealthy countries, it has successfully 


performed its task of “maintaining 
stability and security in the monetary 
system of Finland, and assisting and 
facilitating the circulation of money 
in the country.” As is usually the 
case with central banks, the home 
credits of the Bank of Finland are 
not of such a size, in comparison with 
those of the other banks in the coun- 
try, as to enable it to control the 
Finnish money market. However, by 
means of its bank rate policy, its 
ability to assist the joint stock banks 
and trade in general by increasing its 
credits in times of crisis, its efforts to 
develop the market for bonds and, 
above all, by means of its connections 
abroad and its reserve of foreign cur- 
rency, the surest guarantee of Finland’s 
foreign payment position, the Bank of 
Finland has achieved a strong position 
and become indispensable in maintain- 
ing normal monetary conditions in this 
country and stable financial relations 
with foreign countries. 

Since they were destroyed by the 
storms of inflation, the funds of the 
Bank of Finland have again risen to 
approximately 1400 million marks 
and are increased regularly, seeing 
that, according to the regulations, half 
the annual profit is transferred to the 
reserve fund. The gold reserve and 
foreign balances of the bank have 
grown very much owing to the favor- 
able balance of payments during the 
last few years. Recent developments 
have tended in general to increase Fin- 
land’s economic productive powers and 
to improve her foreign payment posi- 
tion, thereby augmenting the ability of 
the Bank of Finland to perform its 
task successfully. As far as it depends 
on the activities of a central bank, the 
Bank of Finland has now greater 
possibilities than before of encouraging 
continued progress towards stable eco- 
nomic condition in this country. 





Bank of Montreal Shows Strength 


and Expansion 


HE Bank of Montreal has reported 

to its shareholders a particularly 

strong statement. The year has been 
marked by more active conditions in 
most branches of trade and commerce 
and this has been reflected by expansion 
in many of the principal departments 
of the bank. 

Total assets have increased to over 
the $800,000,000 mark. This has been 
due largely to the healthy gains in de- 
posits. With the improvement in busi- 
ness, profits are above those of the 
previous year. 

The directors, following the bank’s 
well known policy of always adding to 
its strength, have set aside from ac- 
cumulated profits a further $1,000,000 
to rest account, bringing the rest up 
to $39,000,000, as against the capital of 
$36,000,000. 


Following the practice of the bank, 
the statement is presented in an easily 
understandable form in order that the 
general public may more fully appre- 
ciate its various features. 

The annual statement shows total 
assets at $805,081,998, up from $792,- 


772,872 a year ago. Of this amount, 
total liquid assets are $606,472,587, 
equal to 83.27 per cent. of all liabilities 
to the public. The unusually high per- 
centage of liquid assets is likely due to 
the lessened demand for current accom- 
modation and the necessity of placing a 
greater amount in high grade govern- 
ment bonds. As a result the total hold- 
ings of government and other bonds 
and debentures have increased to $442,- 
781,097, from $361,769,848. The 
greater portion of these holdings con- 
sist of gilt-edge securities, which ma- 
ture at early dates. 

At the same time, increases are re- 
ported in call loans both at home and 
abroad. Call loans outside of Canada 
stand at $25,400,166, as compared with 
$18,835,238, while call loans in Canada 
total $8,169,988, a gain from $4,435,- 
736. 

A further indication of the strength 
of liquid assets is afforded by cash 
holdings and deposits in the Bank of 
Canada of $79,242,079; notes of and 
cheques on other banks $29,222,231 
and deposits with other banks $20,264,- 


The Bank of Montreal, Head Office 
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801, bringing the available cash hold- 
ings wel! above $125,000,000. 

While general business throughout 
the country, particularly in the latter 
months of the year, has reported sub- 
stantial increases, it is evident that many 
of the larger companies are availing 
themselves of their liquid resources to 
take care of any new business secured. 
As a result, current loans have declined 
and are reported at $174,141,011, 
down from $234,461,311. This situa- 
tion probably also indicates the readi- 
ness with which former loans have been 


liquidated. 
Gain in Deposits 


Another healthy sign is afforded by 
the manner in which the bank’s deposits 
continue to reach new high levels. De- 
posits payable on demand and after 
notice now amount to $691,312,054, up 
from $676,944,866. 

Of special interest to depositors is 
the position reported, with total assets 
of $805,081,998 to meet payment of 
liabilities to the public of $728,315,850, 


leaving a margin of assets over lia- 
bilities of $76,766,147. 

Reflecting the improvement in con- 
ditions, profits showed a tendency to 
gain, as compared with the previous 


year. The total profits for the year, 
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after making appropriations to con- 
tingent reserve fund, out of which fund 
provision for bad and doubtful debts 
had been made, were $3,181,501, as 
compared with $3,005,212. The profits 
were equal to 4.18 per cent. on the 
capital, surplus and undivided profits. 
From the total profit there was appro- 
priated for dividends $2,880,000 and 
$200,000 was written off bank premises, 
leaving the amount to be carried for- 
ward for the year, of $101,501. When 
this amount was added to the balance 
brought forward at the end of the pre- 
vious year, it brought the total balance 
at credit of profit and loss up to 
$2,036,534. 

From this amount there was trans- 
ferred to rest account $1,000,000, 
bringing the rest up to $39,000,000 and 
leaving the balance of profit and loss 
to be carried forward at $1.036.534. 
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BANKERS of the country realize that 
overbanked conditions and_ establish- 
ment of many small banks where no 
economic need for them existed, . thus 
providing unwarranted competition, was 
one of the factors leading to the un- 
fortunate banking crisis of 1933.— 
C. M. Preston, president, Hamilton Na- 
tional Bank, Knoxville, Tenn. 





FINANCIAL SITUATION ABROAD 
A Monthly Survey 


The General Situation 


OT perhaps since the distant day 
when at the battle of Actium the 
ships of Cleopatra sailed away 

and Mark Antony followed them are 
we to look for an event like that which 
has so recently happened in England, 
where a woman of American birth has 
caused the abdication of King Ed- 
ward VIII and the succession of his 
brother, the Duke of York, to the 
throne as George VI. 

This curious happening has had re- 
sults outside the realm of the heart or 
even of politics. It caused, temporarily 
at least, severe losses in the securities 
markets and considerable loss in cer- 
tain manufacturing and trade circles 
as well. 

Reference to this event is made here 
for the sole purpose of calling attention 
to the novel factors, emerging first in 
one country and then in another, shak- 
ing the pillars of society to their very 
foundations. 

The so-called civil war in Spain 
seems to be approaching a contest in 
which large bodies of troops are en- 
gaged, fighting out on Spanish soil 
their contending theories of government 
and of social order. Thus the Euro- 
pean war, so long predicted, appears 
to have begun, but the combatants have 
pushed the contest from their own bor- 
ders into Spain. 


in China another curious situation 
has developed, one of the leading gen- 
erals having been captured by another, 
perhaps equally illustrious, the capture 
being occasioned by the impatience of 
the captor with what he regarded as 
the inactivity of his prisoner's forces in 
resisting Japan’s advancement into 
Chinese territory. The captured gen- 
eral was later released with courteous 
regrets proffered by both the prisoner 
and his captor. 

But in the Western Hemisphere the 
dove of peace still finds a place of 
rest. Down at Buenos Aires the twenty- 
one American republics have been “in 
conference,” and they have evolved a 
peace plan—somewhat toned down at 
the insistence of Argentina—by whose 
observance it is hoped to reduce the 
possibilities of international _ strife. 
One may be skeptical of the efficacy 
of this new peace pact, but all must 
welcome its recognition of trade and 
sound economics as promoters of inter- 
national amity. 


Great Britain 


As stated by Lloyds Bank Limited 
Monthly Review, the official cost of liv- 
ing index number in England rose dur- 
ing September from 47 to 48 per cent. 
above its pre-war level. Retail food 
vrices rose from 31 to 32 per cent. At 
the end of September, 1935, this index 
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stood at 28. This publication reports 
that the trade revival continues to make 
progress. The number of employed 
workers on October 26 was 11,103,000, 
a new high record. It is recorded that 
thus far the devaluation of the gold 
bloc currencies has not had much effect 
on British trade. 

An opinion similar to the above is 
found in the Westminster Bank Review, 
that publication stating that Great 
Britain’s “export trade will be neither 
greatly improved nor greatly lessened 
through the recent devaluations them- 
selves, which, however, by stimulating 
activity within the respective countries, 
should enable them to become in time 
much freer buyers from the rest of the 
world.” 


Commenting on “Devaluation and 
International Trade,” the Monthly Re- 
view of Barclay’s Bank Limited does 
not regard devaluation by itself as a 
panacea for the ills from which the 
world is suffering. “If any real and 
lasting benefit is to ensue, the devalua- 
tion must result in the establishment 
and maintenance of equilibrium, for 
competitive depreciation would be pro- 
ductive of chaos.” 

The Monthly Review of the Midland 
Bank states that “The revival during 
recent years in most sections of our 
economic life still fails to bring pros- 
perity to British agriculture. In spite 
of a series of import duties, subsidies 
and marketing reorganization schemes 
there has been in recent years only a 
slow and uneven improvement, and the 
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total area under crops and grass in 
June last was the lowest recorded this 
century.” 

Reviewing “International Banking 
and Devaluation,” in its issue of No- 
vember 7, “The Statist” finds satisfac- 
tion in the foundering of the gold bloc, 
which has removed the influence of de- 
flation, and sees the stage set for ex- 
pansion of credit, greater economic ac- 
tivity and rising prices and profits. 


Denmark 


For the first nine months of 1936 the 
excess of imports into Denmark was 
of the value of 36,600,000 Kr., com- 
pared with 15,300,000 Kr. for the same 
period in 1935. 

The state accounts for the financial 
year 1935-36, which were presented at 
the opening of the sessions of the Rigs- 
dag in October, showed a working sur- 
plus of Kr. 13,500,000, while the budget 
surplus had only been Kr. 800,000. 
Actually the surplus was still greater 
inasmuch as the death duties, which 
amounted to Kr. 14,400,000, are not 
booked in the working accounts, but 
are placed direct to capital accounts. 

The bonded debt of the state was re- 
duced in course of the year by about 
Kr. 30,000,000, but as the unbonded 
debt was increased somewhat more, the 
result was an increase of the total state 
debts by Kr. 14,000,000. This increase 
of debt in spite of the considerable sur- 
plus of the working accounts was due 
to the employment in the course of the 
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private bank in 
Norway 
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Paid up capital 
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Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 


year of Kr. 70,000,000 on new con- 
structions—for instance by the state 
railways—and for lending, etc. 


Finland 


REVIEWING the third quarter of the past 
year, Nordiska’ Féreningsbanken finds 
that economic conditions have de- 
veloped satisfactorily. There has been 
an expansion of both foreign and do- 
mestic trade, money has continued 
plentiful, and no appreciable reaction 
has occurred on account of the devalua- 
tion of the currencies of some other 
countries. The favorable condition of 
the foreign trade appears strikingly 
from the fact that at the end of Sep- 
tember the balance of export repre- 
sented a total of 600,000,000 marks, as 
against 196,000,000 a year ago. 

This highly favorable situation re- 
ceives further confirmation in the 
Monthly Bulletin (October) of the 
Bank of Finland, which reports a slight 
tendency for prices to rise, and a 
marked decrease in unemployment as 
compared with the same date in 1935. 


France 


DEVALUATION of the franc has been fol- 
lowed by increased industrial activity 
and a rise in both wages and prices. 
Between May 2 and November 30 the 
general index of wholesale prices ad- 
vanced from 376 to 473. While the 
political situation remains fairly tran- 
quil, serious industrial strikes have 
continued, but the Government is en- 
deavoring to settle them by conciliatory, 
measures. 


Germany 


As reported by a Berlin correspondent 
of The Economist (London), present 
conditions in Germany are somewhat 
like those in the inflation era. While 
now, as then, there is little unemploy- 
ment people are reported as underfed 
and in general miserable. 

During the third quarter of the year 
the funded domestic debt increased by 
about 1000 million marks. 

Heavy metal industries and machin- 
ery are reported as occupied to full 
capacity. 


ltaly 


RISING wages are not to be allowed to 
be nullified by a rise in the cost of liv- 
ing. The prices for certain foods cur- 
rent on October 4 as fixed by the 
central price committee or by the inter- 
syndical provincial committees are not 
susceptible of increase, and control is 


Architect’s sketch of the proposed 

new premises at Pretoria, South 

Africa, for Barclay’s Bank (Domin- 
ion, Colonial and Overseas). 
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now extended to all other commodities 
‘and services for which the prices or 
charges current in the month of Sep- 
tember are to be maintained, any re- 
vision which may be found necessary 
being made by the provincial inter- 
syndical committees with the authoriza- 
tion of the central price committee. 


Sweden 


MEASURED in index numbers, Sweden’s 
imports have risen from 92.4 in Octo- 
ber, 1935, to 127.8 in October, 1936, 
and imports from 138.9 to 167. The 
monthly average of unemployed, which 
stood at 60,000 in September, 1935, had 
declined to 48,300 in September, 1936. 


Turkey 


THE provisional figures for the ordinary 
revenue show a surplus of Ltgq. 7,023,- 
595 over the budget estimates and of 
Ltq. 11,936,000 over the provisional 
results for the financial year 1934-35. 
During the first half of 1936 the for- 
eign trade of Turkey was: 
Ltq. 44,559,916 
* 41,006,516 


Imports 
Exports 


* 85,566,432 


Balance 


* 3,533,400 
These are the highest figures obtained 
since 1933. 


The Argentine 


From cabled information to the First 
National Bank of Boston, from its 
Buenos Aires branch, under date of De- 
cember 7, it is learned: 

The favorable balance for the first 
nine months of 1936 was m$n 366,387,- 
000, compared with m$n 344,884,000 
for the same period in 1935. 

The September combined bank state- 


ment shows: 


Deposits down 

Loans up 

Cash down 

Cash reserve 30.4 per cent. 


Mexico 


Wuite not looking favorably on the 
new expropriation law, the Mexican 
News Digest regards the vitality of the 
country as “so great and its momentum 
so powerful that nothing short of a 
cataclysm could stop it.” 

Public revenues are showing the high- 
est figures ever recorded, and Mexican 
bonds are rising in foreign markets. 


© 
INTERNATIONAL BANKING NOTES 


BANK FOR’ INTERNATIONAL SETTLE- 
MENTS.—Announcement is made of the 
retirement of Dr. Trip of the Nether- 
lands as president of this bank, the 
resignation to become effective in May. 


ENGLISH, SCOTTISH AND AUSTRALIAN 
Bank LimiTepD.—At the forty-fourth or- 
dinary general meeting, held at 5 Grace- 
church street, London, November 25, it 
was reported that business during the 
last year has been well maintained and 
increased in all the states and connec- 
tions extended in various directions. 
The year’s operations showed an in- 
crease of gross profits in the amount 
of £76,855 over the preceding year, but 
expenses of management and taxes were 
some £63,000 higher. Net profit was 
£257,460, from which £15,000 was car- 
ried to the reserve fund. Payment of 
an interim dividend at the rate of 2% 
per cent. absorbed £75,000, which left 
£167,460, and added to this was £299,- 
327, giving a total available balance of 
£466,787. This was allocated as fol- 
lows: 
Officers’ provident fund 
Further 24% per cent. dividend 75,000 
Contingent reserves 50,000 
Bank premises account ............ 25,000 
After these deductions there remained 
a balance of £306,787 to be carried 


forward. 


BANK OF THE REPUBLIC.—This bank, 
located at Bogota, Columbia, reports an 
increase in its reserves of $217,762.45 
from June 30, 1935, to June 30, 1936. 
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in Canada and New- 
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CONDENSED STATEMENT AS ON 
NOVEMBER 30, 1936 


ASSETS 
Cash on Hand, in Banks and in Bank 
of Canada 
Government and Municipal Securities 


and other Bonds and Stocks 
Call Loans 


$179,280,979 


293,170,821 

40,778,474 
300,056,802 
Bank Premises 15,662,057 


Liabilities of Customers under Letters of 


Credit and other Assets 26,639,325 


$855,588,458 


LIABILITIES 


Capital, Reserve and Undivided Profits $ 56,913,797 
Notes of the Bank in Circulation 29,524,612 
Deposits 746,764,498 
Letters of Credit and Other Liabilities.. | 22,385,551 


$855,588,458 


NEW YORK AGENCY: 68 WILLIAM STREET 
Frederick T. Walker, 
John A. Beatson, 
Edward C. Holahan, 
Agents. 





BANK OF MONTREAL 


Established 1817 
A presentation, in easily understandable form, of the Bank’s 
ANNUAL STATEMENT 
31st October, 1936 


LIABILITIES 
LIABILITIES TO THE PUBLIC 


Deposits ‘ : : : : . $691,312,054.08 


Payable on domand and after notice. 

Notes of the Bank in Circulation . " . 4 . +  27,749,972.00 
Payable on demand. 

Bills Payable : : ; ‘ A : 137,838.65 
Time drafts issued ‘and outstanding. 

Acceptances and Letters of Credit Outstanding. ‘ 7,168,979.49 


Financial responsibilities undertaken on behalf of customers 
(see off-setting amount (x) in “‘Resources’’), 


Other Liabilities to the Public ; 7 ‘ 1,947,005.98 
Items which do not come under the foregoing headings. 
Total Liabilities to the Public ; é . , . $728,315,850.20 
LIABILITIES TO THE SHAREHOLDERS 
Capital, Surplus and Undivided Profits 
and Reserves for Dividends . .  76,766,147.82 
This amount represents the shareholders’ interest in the Bank, over 
which liabilities to the public take precedence. 


Total Liabilities . . . . . ° . - $805,081,998.02 


RESOURCES 
To meet the foregoing Liabilities the Bank has 

Cash in its Vaults and Money on Deposit with Bank of Canada $ 79,242,079.39 

Notes of and Cheques on Other Banks ‘ ‘ .  29,222,231.15 
Payable in cash on presentation. 

Money on Deposit with Other Banks. ‘ ; ; -  20,264,801.82 
Available on demand or at short notice. 

Government and Other Bonds and Debentures : . 442,781,097.95 
Not exceeding market value. The greater portion consists “of gilt- 
edge securities which mature at early dates. 

Stocks . . 1,030,297.08 
Railway "and Industrial and other stocks. Not exceeding market value. 

Call Loans outside of Canada . .  25,400,166.98 
Secured by bonds, stocks and other negotiable "securities of, greater 


value than the loans and representing moneys quickly available with 
no disturbing effect on conditions in Canada. 


Call Loans in Canada . ‘ 8,169,988.82 
Payable on demand and secured by bonds ‘and stocks of greater value 
than the loans. 

Bankers’ Acceptances . ‘ . R ‘ . 361,924.25 
Prime drafts accepted by other banks. 


TOTAL OF QUICKLY AVAILABLE RESOURCES Fs . $606,472,587.44 
(equal to 83.27% of ail Liabilities to the Public) 
Other Loans Py? ‘ 3 : ‘ 3 . 174,141,011.90 
To manufacturers, farmers, merchants and others, on conditions 
consistent with sound banking. 
Bank Premises . -  14,000,000.00 
Two properties only are carried in | the names of holding companies; 
the stock and bonds of these companies are entirely owned by the 
Bank and appear on the books at $1.00 in each case. All other of the 
Bank’s premises, the value of which largely exceeds $14,000,000, 
appear under this heading. 
Real Estate, and Mortgages on Real Estate Sold by the Bank 1,507,373.67 
Acquired in the course of the Bank’s business and in process of 
being realized upon. 
x Customers’ Liability under Acceptances and Letters of Credit 7,168,979.49 
Represents liabilities of customers on account of Letters of Credit 
issued and Drafts accepted by the Bank for their accounts. 
Other Assts not included in the Foregoing ‘ 2 ; : 1,792,045.52 


Making Total Assets of é ‘ i é . $805,081,998.02 
to meet payment of liabilities to the Public a 728,315,850.20 
leaving an excess of Assets over Liabilities te the Public of % 76,766,147.82 


HEAD OFFICE; MONTREAL 


NEW YORK AGENCY, 64 Wall Street: - - - A.J. L. Reskell, K. C. Winans, G. R. Ball, Agents 
CHICAGO OFFICE, 27 South La Salle Street: J. G. S. Orchard, Manager 
SAN FRANCISCO OFFICE, Bank of Montreal (San Francisce), 333 California Street: - F. G. Woods, President 








Current Conditions in Canada 


S the year draws to an end, says 

the December 23 Letter of the 

Bank of Montreal, Canada can 
look back upon a record, during its 
course, of steady progress toward the 
recovery of genuine prosperity. Since 
1936 began there had been a rise to the 
end of October of roughly 14 per cent. 
in the business level, and now that the 
business world has satisfactorily ad- 
justed itself to winter conditions with- 
out any recession, the outlook for the 
coming months is propitious. Nothing 
resembling a spectacular boom is in 
progress but improvement has _ been 
visible in almost every line of economic 
activity and it is significant that busi- 
ness failures in the first nine months of 
this year fell to the lowest point of the 
past sixteen years. 

In recent months the purchasing 
power of the public has been materially 
augmented by increasing employment 
and by a substantial number of impor- 
tant companies paying increased divi- 
dends to their shareholders and raising 
the wages of their workers. The addi- 
tional purchasing power is making it- 
self felt in trade and retail merchants 
report that their business is markedly 
higher than it was a year ago. The 
Christmas trade, except in special areas 
of the western prairies, promises to be 
substantially larger than last year. A 
feature is a widespread demand for 
luxury goods, one of many develop- 
ments in this connection being a re- 
vival in the fur business, with a steady 
advance in the price of furs of all 
kinds. 

In the manufacturing field most firms 
have ample orders in hand, with the 
prospect of keeping their plants well 
employed throughout the winter. The 
primary iron and steel industries are 
maintaining their operations at a good 
level. The automobile industry began 
in November the manufacture of new 
models, which brought its output for 
that month up to 10,812 units as com- 
pared with 5361 in October. The min- 


ing industry continues to prosper and 
expand and promises to establish in 
various branches new high records of 
production for the year, The news- 
print industry derived a special stimu- 
lus in October from the American presi- 
dential election which, by creating an 
abnormally heavy demand for news- 
print, helped to bring its monthly out- 
put up to 301,106 tons; it fell off in 
November to 285,771 tons, but at that 
it was well above the figure recorded 
for November, 1935, of 262,854 tons. 
The exports of planks and boards for 
November amounted to 173,447,000 b.f., 
as compared with 121,444,000 in No- 
vember, 1935. The prices of lumber 
remain firm and the majority of lum- 
bermen have planned an increase in 
their winter cut. Commodity prices 
remain remarkedly stable but the tend- 
ency is slightly upward, chiefly as the 
result of a further sharp rise in the 
price of wheat and other grains. Wheat 
exports in the month of November were 
the highest of any month with one ex- 
ception since December, 1928, and the 
large shipments which have taken place 
have reduced the balance remaining 
available for export to approximately 
150,000,000 bushels; it was in excess 
of 290,000,000 bushels at the corre- 
sponding period last year. 


THE marked advance in industry re- 
corded in previous issues, says the 
Monthly Commercial Letter of the Ca- 
nadian Bank of Commerce, continues. 
Indications point to a prolongation of 
industrial activity beyond the usual 
seasonal period, the slackening in some 
lines being counterbalanced by the 
gathering momentum in other branches, 
particularly in heavy industries. News- 
print production has been so active in 
recent months as to raise the year’s 
total to record proportions. Lumber 
production has risen to within 15 per 
cent. of normal, despite sharp competi- 
tion and lessened demand in some 
quarters. 
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New construction work undertaken 
in November, 1936, was two-thirds 
greater than for November, 1935. 

Aggregate income received by Ca- 
nadian farmers for the three months 
ended September, 1936, was provision- 
ally estimated as being higher than in 
any corresponding period within six 
years. Its increase over the third 
quarter of 1935 was 25 per cent., or 
slightly greater than that of the third 
quarter of 1934 over 1933, which 
marked the first substantial improve- 
ment over the low point of the de- 
pression. It was only 15 per cent. be- 
low the corresponding period of 1930. 

Employment shows great improve- 
ment. The increase in factory workers 
in the early autumn, as reported by 
the Dominion Bureau of Statistics, be- 
ing the greatest in any like period for 
which statistics are available. 

A comprehensive review of the 
world’s wheat situation appears in the 
December issue of the Monthly Com- 
mercial Letter. 


CanaDA has quite measurably corrected 
the disparity between farm and other 
products. From June to September, 
1936, says the Monthly Review of the 
Bank of Nova Scotia, prices of Canadian 
farm products rose by more than 16 
per cent. to a level about 75 per cent. 
of that which prevailed during the pros- 
perous years, 1925 to 1929. Prices of 
manufactured goods increased by a 
little less. than. 5 per cent., bringing 
them to about 77. per cent. of the pros- 
perity average. 

From a total sales of Canadian prod- 
ucts abroad for the twelve months end- 
ing with September, 1935, amounting 
to $686,000,000, these sales have in- 
creased to $879,000,000 for the twelve 
months ending with September, 1936. 


ASSERTING that forces of recovery are 
once more in the ascendant, Sir Charles 
Gordon, president of the Bank of Mont- 
real, addressing the annual meeting of 
the bank’s shareholders listed five 


fundamental features outstanding in 


Canada’s progress during the past year: 

“The recovery in- agriculture, the 
extraordinary activity in mining, the 
all-time record in newsprint produc- 
tion, the gratifying increase in the 
tourist trade and the striking expansion 
in export trade.” 

“A wide variety of factors is com- 
bining to give full play to the enter- 
prise of our people,” he said, “and 
among these factors is the growing con- 
viction that there are no short-cuts to 
better times and that the observance of 
age-old economic laws must be the basis 
of sound progress. We still have prob- 
lems to face but, as regards these prob- 
lems, I stand squarely on the opposite 
side of the fence from the pessimists 
and I believe that, with the experience 
gained in the past few years, we in 
Canada will steadily work our way to- 
ward better things.” 

Commenting on business conditions 
in the United States, which he said 
always have an important bearing upon 
conditions in Canada, Sir Charles noted 
that the major trend has been definitely 
upward and that more stability has 
been given to the Canadian outlook by 
the fact that the reciprocal trade agree- 
ment was endorsed by the American 
people. The hope may be expressed, 
he said, that trade relations will be 
improved still further. 

After six years of Canadian govern- 
ment deficits averaging over $138,000,- 
000 per year, Sir Charles said it was 
gratifying to note that at last there is 
in sight a balanced budget—the corner- 
stone of any program for restoring 
business confidence and the free func- 
tioning of private enterprise. 

Commenting on the uplift given by 
the best wheat price level in years, he 
pointed out that the value of this year’s 
what crop was estimated at $197,000,- 
000 as compared with $156,000,000 last 
year, and said that an added factor in 
the uplift was an export demand which 
was rapidly dissipating the depressing 
cloud that had overshadowed the mar- 
ket in the form of a large carryover 
from previous years. 
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INVESTMENT AND FINANCE 


Edited by Oscar Lasdon 


Foreign Investments in the United States 


ECENT official inquiry into foreign 
holdings of American securities 
has arisen almost entirely out of 
caution. The speculative appeal of do- 
mestic investments to foreign funds, 
coupled with threats of war and politi- 
cal unrest on the Continent, have been 
serving to intensify the seriousness of 
an already unbalanced monetary situa- 
tion. During the past few years inter- 
national funds have been attracted to 
this country like iron filings to a mag- 
net. This flow may continue for a fur- 
ther period. But the danger exists that 
some upheaval in world affairs may 
suddenly reverse the flow, bringing in 
its train an abrupt and sudden liquida- 
tion of foreign owned domestic secu- 
rities. Such an occurrence, even though 
of short duration, would seriously 
shock and injure our financial and busi- 
ness mechanism; an episode of panic 
and confusion, such as prevailed in our 
markets upon the outbreak of the World 
War, must be avoided at all costs. 
How such unsettlement can be pre- 
vented is still the subject of much dis- 
cussion; a successful method of treat- 
ment has not as yet been described. 
Theoretically, the only real solution 
would be an absolute prohibition 
against the purchase of American secu- 
rities by other nationals—for without 
purchase there could be no liquidation. 
For very obvious reasons, however, the 
practicability of such a proposal is al- 
most nil. On the other hand, any rule 
restricting foreign liquidation in our 
markets would be of small effect. In 
the face of such regulation, pressure 
would then be applied in other world 
markets on which our securities are 
listed. The immediate result would be 
a relatively smaller volume of transac- 
tions on our own security exchanges. 
An absence of bids would also be wit- 
nessed. “Air pockets” would appear 
here as domestic investors watched the 


trend of American security prices in 
foreign markets. New York would be- 
come a secondary market and the prices 
of American issues in Montreal, London 
and Paris would govern quotations 
here. 

The most recent estimate of foreign 
investments in the United States, as of 
November 30, was placed at $7,400,- 
000,000. At the beginning of 1936, the 
corresponding total was approximately 
$6,235,000,000. Over $1,560,000,000 of 
the foreign capital sent here is in the 
form of short-term balances. The latter 
are subject to withdrawal at a moment’s 
notice. 

According to official figures, the total 
net inflow of capital to this country for 
the twenty-one month period ending 
September 30, 1936, amounted to $2,- 
281,700,000. $789,000,000 of this total 
was received from England, former 
European gold bloc countries accounted 
for $694,500,000, while other nations 
shipped funds in the amount of $798,- 
000,000. These funds had a stimulat- 
ing and gratifying effect on domestic 
bonds and stocks. The effects of their 
withdrawal, especially if accomplished 
by concerted action within a relatively 
short space of time, are not particularly 
pleasant to contemplate. 

Analysis of those figures released by 
the Treasury reveals that about 60 per 
cent. of the capital entering this coun- 
try from abroad during the period con- 
sidered was not invested, but kept in 
the form of bank balances. Additional 
purchases of securities totaled only 
$633,000,000. This would seem to in- 
dicate that unrest in Europe has been 
the major factor behind the tremendous 
movement of gold to this country. 

The initial effect of this unrest has 
already been witnessed in capital im- 
ports. And next, if European unsettle- 
ment continues toward its logical climax 
of war, we will experience confusion in 
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_our markets. For this we must be pre- 

pared, and new measures of financial 
control developed. 

Financial advisers in Washington 
have been reported as advocating three 
different methods of approach in their 
efforts to discourage the continued pres- 
ence of foreign speculative and short- 
term funds. All such measures rely 
on the taxing power of this Government 
as the basis of control. It has been pro- 
posed that existing transfer taxes levied 
upon alien security owners be increased. 
It has also been suggested that the capi- 
tal gains tax applied to non-resident 
aliens, which was deleted from the 
Revenue Act of 1936, be revived. As 


a more forceful measure, heavy taxes 
on all foreign holdings, in the form 
of an excise levy, have been recom- 
mended. 

There is little question but that the 
interested Government agencies and de- 
partments, such as the Securities and 
Exchange Commission, the Treasury 
and Commerce Departments, are study- 
ing the problem carefully. Conse- 
quently, some legislation along restric- 
tive lines is to be expected as a natural 
result of the Administration’s efforts to 
secure more orderly and stable condi- 
tions in the field of finance. However, 
care must be exercised so that retalia- 
tory measures by other nations may be 
avoided. 


New Financial Legislation 


ONVENING of Congress this month 
heralds the advent of a good deal 
of legislation. Among those meas- 

ures slated for discussion are many per- 
taining to the financial and monetary 
field. First in line for approval are 


those of a pressing nature, providing 
for the extension of emergency finan- 
cial powers expiring in 1937. Enact- 
ment of new laws must necessarily 
await their consideration. 

For example, under existing emer- 
gency legislation, the President can 
exercise two highly important powers. 
He has authority to vary the gold con- 
tent of the dollar. He has, as another 
monetary weapon, the direction of the 
use of the Stabilization Fund. Also, 
the Federal Reserve Board has the right 
to authorize the use of U. S. Govern- 
ment securities as part of the collateral 
behind the issuance of Federal Reserve 
notes, 

Extension of authority to adjust the 
gold content of the dollar may be re- 
garded as probable though, according 
to some observers, hardly desirable. A 
more definite relationship of our cur- 
rency to gold would be welcomed. One 
factor delaying international stabiliza- 
tion is the reluctance of this Govern- 
ment to initiate more direct negotiations 
with other nations. 

Renewal of the other two powers 


mentioned seems just as certain because 
of their importance and necessity. Heavy 
international gold movements require 
some medium of control and make con- 
tinuance of the Stabilization Fund im- 
perative. The absence of eligible com- 
mercial paper as backing for Federal 
Reserve notes makes mandatory con- 
tinuance of the privileges of substituting 
Treasury issues. 

In the field of new legislation, lib- 
eralization of branch banking facilities 
to national institutions is reported as 
having the support and sponsorship of 
Marriner S. Eccles, governor of the 
Federal Reserve System, and Senator 
Carter Glass, most competent and rank- 
ing member of the Senate Banking and 
Currency Committee. The implications 
of such a program are many. National 
banks will no longer be confined to op- 
erations in one state and may extend 
their operations in designated “trade 
areas.” Furthermore preference for 
national bank charters may tend to be 
emphasized. From another angle, 
branch banking is more readily subject 
to centralized credit control than unit 
banking, and this is probably the major 
factor accounting for Governor Eccles’ 
backing. 

What radical proposals, dealing with 
social credit and the like, will also be 
suggested cannot as yet be foretold. 
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BANK BOND BUYING 


(Reprinted from a recent booklet issued by Lazard Fréres § Company) 


PPREHENSION over the future 
effects of a change in money con- 
ditions on bank accounts has been 

voiced frequently of late in connection 
with the steady stream of corporate re- 
funding at progressively lower rates for 
long term credit. It can scarcely be 
doubted that highest grade long term, 
low coupon securities will suffer market- 
wise if and when money rates stiffen. 
But there are two schools of thought 
on bank policy vis-a-vis this outlook. 
One school contends that highest grade 
long term securities will be especially 
vulnerable when money tightens and 
should therefore be liquidated in the 
present period of high prices; the 
other believes that the ultimate safety 
of principal and income justifies main- 
tenance of these securities in a con- 
servatively managed portfolio. The 
first point of view was championed 
recently by O. P. Decker, vice-president 
of the American National Bank and 
Trust Company of Chicago, in an ad- 
dress to the Iowa Bankers Association 
during the course of which he said: 

“One of the first rules taught in a 
college course in investments is ‘never 
buy short time securities when the 
return is attractive and never buy long 
time securities when the return is needed 
for income.’ That rule is still a good 
one. The purchase today of long time 
securities, whether Governments, munic- 
ipals or high grade corporate obliga- 
tions, carries, whether one realizes it 
or not, an assumption by the buyer 
of the risk of a change in price due 
not to a change in quality but to a 
change in the general level of money 
rates and the ability of a present 
owner to shift such investments only 
on a new buyer’s terms. The present 
flood of long time low rate security 
offerings, while they constitute desir- 
able investments from the standpoint 
of quality and return to a banking 
institution, also, because they are being 


offered to return the lowest rate of 
interest that securities of such quality 
have ever returned, offers the banker 
a distinct risk of his capital.” 

The other point of view recognizes 
that as a practical matter a bank is 
unlikely to be faced with the necessity 
of liquidating the entire bond account 
even in times of crisis so that it can 
afford to see moderate fluctuations in 
the long term division, provided—and 
this is of fundamental importance— 
that the long terms are essentially of 
high grade and that they constitute 
only one division in a balanced, serial 
maturity schedule. The subject of 
maturities is dealt with at length later 
on, but it might be mentioned at this 
point that some protection against 
future depreciation in the long term 
bond division can be secured by an- 
nually crediting to reserves a portion 
of coupon income. Reserves can be 
built up in this fashion, over a period, 
sufficient to cushion a drop of several 
points and still leave enough income 
to compare favorably with the return 
from shorter term securities. 


A Second Dilemma 


Another dilemma springs from the 
urgent desire to make income balance 
outgo and to compensate for heavy 
write-offs made during the depression. 
Partly for this reason and partly as 
a supposed hedge against a change in 
money rates resulting from the stimula- 
tion of business, the policy has been 
advocated of purchasing medium grade 
bonds, or securities of even lower 
quality, which stand to benefit from 
business recovery. It is held that se- 
curities of this character will advance 
in price as they become better pro- 
tected by earnings and are not likely to 
decline until the business recovery has 
run its course, at which time they 
should be liquidated and funds again 
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transferred to highest grade securities. 
Theoretically sound, such a policy as 
a practical matter holds risks tanta- 
mount to speculation which is wholly 
outside the sphere of banking. As an 
eminent banker recently pointed out in 
another connection, “in-and-out” trad- 
ing has been pursued by many bankers 
with only “indifferent success.” More- 
over, the experience of the depression 
proved, as shown by the remarks on 
bank failures made above, that pros- 
perous times cast a fictitious glow of 
security over inherently mediocre situa- 
tions. 

It should perhaps be interjected here 
that until recently there has been no 
legal restraint upon the selection of 
investments. The regulations issued 
by the Comptroller of the Currency, 
however, in February, 1936, established 
an approximate lower limit by pro- 
hibiting member banks of the Federal 
Reserve System from purchasing securi- 
ties deemed to belong to that class of 
security whose investment character- 
istics are predominantly speculative. 
These regulations may, incidentally, 
curb the temptation to reach out for 
higher yields, especially under the 
seeming protection proffered by recent 
banking legislation. Under this legis- 
lation, the Federal Reserve banks are 
empowered to make advances to mem- 
ber banks on time or demand notes 
secured to the satisfaction of the Re- 
serve banks, thus broadening virtually 
without limit the rediscountable assets 
of the banks. 

With these various considerations in 
mind, outlining a bond portfolio policy 
along certain fundamental lines _be- 
comes feasible. As we have already 
pointed out, the funds properly utilized 
for investment purposes are those avail- 
able over and above the funds needed 
to meet day-to-day operations. The 
latter, in a broad sense, include (1) 
primary reserves, (2) secondary re- 
serves and (3) the loan account. Pri- 
mary reserves include those required 
by law to be maintained with the Fed- 
eral Reserve banks against deposits. 
Under present conditions total primary 


reserves are greatly in excess of the 
prescribed legal minimum but it is to 
be expected that they will diminish as 
banks decide to accept the opportuni- 
ties for profitable employment which 
may be presented. They would also 
be reduced if an outward movement of 
gold were to set in, provided that no 
steps were taken by the Treasury or 
Federal Reserve to replenish them. In 
any event, there appears to be little 
agreement as to the amount of reserves 
to be maintained in excess of the legal 
minimum. Clearly, this must chiefly 
be determined by the individual bank 
from experience based on_ seasonal 
fluctuations in the trend of deposits, 
the ratio between time and demand 
deposits and other related factors. 
Primary reserves, of course, must also 
take into account the estimated cur- 
rency demands on the bank’s customers. 


Distribution of Funds 


The amount of secondary reserves 


and the manner of their investment will 
be governed largely by the amount of 
primary reserves. It is generally con- 
ceded that the scope of secondary re- 
serve investments should be limited to 
call loans, commercial paper and bank- 
ers’ acceptances, Treasury bills and 
other direct or fully-guaranteed United 
States Government obligations, Federal 
Intermediate Credit Bank securities and 
other self-liquidating or rediscountable 
paper. 

The third arbitrary division, loans, 
is not relevant to the present discussion. 
Suffice it to reiterate that for the aver- 
age commercial bank the loan account 
takes precedence over the investment 
account and the amount of funds tied 
up or expected to be needed for loan 
purposes will determine the surplus 
available for investment. 

Funds available for the investment 
portfolio may properly be placed in 
general market securities including 
state and municipal, corporate, Federal 
Land Bank, Dominion of Canada and 
other foreign bonds, et cetera. This 
division of the non-fixed assets of a 
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bank may be, and frequently is, 
amended in one respect, that is, by 
considering United States Government 
securities as part of the investment 
account instead of considering them 
wholly in the nature of secondary re- 
serves. This departure from the classic 
standard is in reality necessary because 
a larger amount of banking funds, 
which in other periods would have 
gone into loans or other types of invest- 
ment, have in the last four years gone 
into the purchase of Government se- 
curities. 

Before setting up a basic portfolio 
arrangement, it would be well to con- 
sider three time-honored principles of 
investment in the light of our discus- 
sion so far. These principles are (1) 
diversification, (2) marketability and 
(3) maturity spacing. In the broadest 
sense of the word, diversification covers 
all three and the very fact that it is 
so loosely applicable to so many 
aspects of investment is at the bottom 
of a good deal of the disastrous expe- 
rience of the depression. 

Commonly and properly used to 
denote the opposite of “putting all of 
one’s eggs in the same basket,” the 
fault lies in the application of the 
concept rather than in the concept 
itself. Many banks, as well as indi- 
viduals, have found to their sorrow 
that diversifying from a quality stand- 
point, namely, averaging the high with 
the low, does not produce the golden 
mean but only a mathematically ac- 
curate result which, translated into in- 
vestment parlance, equals mediocre se- 
curity. Theoretically, the nature of 
the banking business calls for no com- 
promise whatsoever with respect to 
quality, but conditions of investment 
and the media of investment are not 
so fixed and immutable as the declara- 
tion of ideal policy would have them 
be. Nevertheless, the cardinal rule in 
the selection of bonds should be stead- 
fast adherence to high grade quality 
and deviations therefrom should be 
held to a strict minimum. 

As we have already observed, the 
two motives which entice banks away 


from this policy are the desire to fore- 
stall the inevitable depreciation of long 
term, high grade bonds in a period of 
hardening money rates and the pres- 
sure to increase earnings. We have 
already touched on one of the measures 
(establishing a reserve out of coupon 
interest) which a bank can and should 
take to minimize the effect of future 
changes in money rates and others 
will be discussed in connection with 
the maturity schedule. Because of the 
risk attached to the purchase of specu- 
lative and medium grade securities, we 
strongly feel that there is no substitute 
for quality in bank investments and 
that diversification with respect to 
quality is an inadmissible concept. 

Over-emphasis has frequently been 
laid on diversification in the sense of 
selecting bonds according to fixed per- 
centages of the various grand divisions, 
such as municipal, railroad, public 
utility, industrial, and so forth. While 
it is true that the concentration of 
funds in too limited a class of securi- 
ties is unwise, it is unnecessary to be 
dogmatic on this point provided the 
securities have been well selected on 
the ground of quality. Attention should 
be given, for example, in the choice 
of railroad bonds, to lien position as 
well as earning power; in the case of 
both rails and utilities to the attain- 
ment of geographical diversification; 
in industrials care should be taken to 
avoid concentration in a single in- 
dustry and commitments should be 
made only in industries which are 
sufficiently stable to justify the fund- 
ing of debt. 

The nice adjustment of these matters 
to individual bank portfolios will de- 
pend in some measure upon the degree 
of supervision which the institution is 
in a position to give to its investment 
portfolio. Few banks, other than leading 
metropolitan institutions, are equipped 
to make constant reviews of their se- 
curities or are in daily touch with 
developments affecting them and for 
these banks it is imperative to follow 
the most conservative course. Among 
the few exceptions to this precept may 
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be cited the case of a bank having an 
intimate knowledge of the affairs of a 
given obligor, let us say the community 
in which it is situated, which justifies 
holding a larger amount of its securi- 
ties than would otherwise appear to be 
proper. 


Marketability 


In general, the term marketability 
signifies simply the ability to shift 
ownership, or to dispose of at a price, 
even thought that price may bear little 
relation to the original cost. The 
greater the marketability, therefore, the 
more readily is ownership shiftable 
and the easier it is to recover the orig- 
inal cost. The chief factors contribut- 
ing to marketability are listing on a 
national exchange (or an active over- 
the- counter market), size of issue, 
name of obligor and again, in the last 
analysis, quality. United States Gov- 
erment securities possess a degree of 
marketability which verges on liquidity 


by virtue of the emergency and other 
banking legislation of the past four 


years. Although a truism, the fact 
bears repetition that in a period of 
declining bond prices the marketability 
of a security is distinctly less than in a 
period of stable or rising prices, but 
that in a period of declining prices a 
normally high marketability will tend 
to afford greater insurance against loss 
in the event of forced liquidation. 
The tendency to ignore a carefully 
arranged maturity schedule is accen- 
tuated at a time such as the present 
when it is difficult to obtain a reason- 
able return even from the longest term 
securities. The search for income, 
which drives some investors to lower 
bars of quality, tempts others to over- 
load with long maturities which— 
security, marketability and other fac- 
tors being equal—will yield a more 
generous return than short or medium 
term maturities. The problem is 
rendered still more difficult at this 
particular time by the huge refunding 
movement of the past two years which, 
from present indications, has not yet 


ended. Since the interests of borrower 
and investor are diametrically opposed, 
the steady lengthening of maturities 
through refunding tends to work to 
the disadvantage of the security buyer. 
Thus, the present-day institutional in- 
vestor is hard put to maintain as fully 
invested a position as he desires from 
an income standpoint without placing 
an undue proportion of funds in long 
time securities. One danger is that 
which was pointed out by Mr. Decker 
in the quotation cited above, namely, 
that the buyer of long time securities 
assumes a risk “due mot to a change 
in quality but to a ch&ige in the 
general level of money rates.” The 
difficulty is obvious in attempting to 
hedge against a change which may not 
eventuate for years and the duration 
of which, when it does eventuate, is 
unpredictable. Many who have sought 
to protect themselves by “in-and-out” 
trading against changes which they be- 
lieved imminent have suffered from 
their miscalculations. 

Experience has shown, therefore, that 
the safest course is the proper spacing 
of maturities in the portfolio and this 
should be regarded as a permanent, 
rather than an expedient, investment 
policy. While the average medium- 
sized bond portfolio does not require 
that some bonds shall mature in every 
year, we believe it desirable that ma- 
turities be carefully divided between 
short, medium and long term. A 
highly conservative policy would place 
roughly a third of the entire bond ac- 
count in securities maturing within five 
years with the balance divided about 
evenly between five to fifteen years 
and over fifteen years. These per- 
centages may be modified depending 
upon the amount of United States Gov- 
ernment securities or cash included in 
the account. In view of the special 
character of governments, touched on 
in our comments on marketability, 
these obligations may serve as a partial 
substitute for short term issues. It is, 
of course, understood that the inclusion 
of short terms is intended to act as a 
buffer against changes in money rates. 
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What is less frequently understood, 
however, is that the short term group 
should consist exclusively of highest 
grade (including Government) obliga- 
tions in order to ensure payment at 
maturity, the time when it is theoreti- 
cally expected that funds can be in- 
vested on a more advantageous basis 
than the present. _The sort of short 
term security that yields a fairly at- 
tractive return in a period of easy 
money affords a poor hedge since it 
is probable that repayment, through 
refunding or otherwise, will be en- 
dangered at a time when money is be- 
coming more valuable. A good source 
from which to fill gaps in a bank’s 
maturity schedule is provided by non- 
callable serial issues. 


Summary 


In line with our interpretation of 
these investment principles, we believe 
that sound bank investment policy 
under present conditions dictates that 
at least 75 per cent. of the market value 
of the bond account be represented by 
high grade, readily marketable securi- 
ties, including United States Govern- 
ment, municipal, railroad, public utility 
and industrial securities, with approxi- 
mately half of this amount in one-to- 
five year maturities. Issues which have 
been called for future dates, or high 
grade issues selling on a money basis 
by reason of probability of early re- 
demption, are among the securities 
suitable for this purpose. It would 
also be wise to allow a small part of 
surplus investible funds to be held in 
cash in order to permit the bank to 
take advantage of attractive opportuni- 
ties from time to time. 

The remaining 25 per cent. of funds 
may be invested in somewhat better 
yielding securities which, however, 
should be carefully selected from an 
earnings standpoint. The percentage 
may be increased or diminished in ac- 
cordance with the bank’s opportunity 
to watch closely business and financial 
developments, but in any event the 


pitfalls of speculation should be 
strenuously avoided. The selection of 
individual issues should conform to the 
principle of maturity spacing pre- 
viously outlined since it would be par- 
ticularly unwise to violate this prin- 
ciple in the section of the portfolio 
devoted to bonds of less than prime 
quality. 

Recognition of the ideal portfolio 
and achievement in fact are frequently 
separated by a wide gulf, mainly be- 
cause courage is lacking to carry out 
what may be a difficult course and one 
seemingly profitless from the stand- 
point of present earnings. We believe, 
however, that we have . adequately 
stressed the need to be prepared for 
various types of change in conditions. 

Many bankers. have been farsighted 
or fortunate enough to have ridden 
the wave of recovery in second grade 
bond prices during the past few years, 
to the banks’ profit. In analyzing 
numerous portfolios, we find that banks 
now carry large amounts of securities 
which they have seen recover from the 
low prices of the early nineteen-thirties. 
Many of these issues have recovered 
25 to 50 points as the business recovery 
of the past two years reéstablished 
corporate earning power and brought 
security prices to a truer evaluation 
of intrinsic worth. As a result, the 
closing of the market gap between 
first and second grade bonds has pro- 
gressed so far that only a few points 
separate one from the other. 


Switching to High Quality 


At the peak of the rise in second 
grade railroad bonds a few weeks ago, 
for example, the spread between Atchi- 
son, Topeka & Santa Fe General 4s, 
1995, and Adjustment 4s, 1995, which 
amounted to more than 10 points near 
the low point of the depression, had 


narrowed to about 3 points. Simi- 
larly, a spread of 26 points between 
Baltimore & Ohio First 4s and the 
Toledo & Cincinnati Division First 4s 
narrowed to 3 points a few weeks ago 
and a 32-point spread between New 
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“We started an analysis of our bank 
(which we had been wanting to do for 
some time) and after discussing it with 
some of my associates we felt that your 
formula is the best that we have been 
able to procure and because of the sim- 
Plicity and the fullness with which all of 
the details were covered we decided to 
follow the outline given in your book.” 


L, W. BISHOP, Comptroller, 


State-Planters Bank & Trust Co., 
Richmond, Va. 


HOW 
TO OBTAIN 
BANK COSTS 


By 
E. S. WOOLLEY 
With a Foreword by 


CARL K. WITHERS 


Commissioner of Banking 
State of New Jersey 


Here at last is a book which will enable 
you to analyze your bank by a method 
which is both simple and complete. Here 
is described in minute detail and with a 
wealth of lilustrations a simple method for 
obtaining bank costs and for installing a 
system of bank cost accounting as an aid 
to effective management. 


That this book covers its field and fills a 
long-felt want is demonstrated by the fore- 
word by Carl K. Withers Commissioner of 
—- and Insurance of the State of New 

jersey. 


Your name and address on the coupon 
below will bring this book to your desk 
on 5 days’ approvai. 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


You may send me on approval a copy 
of “How to Obtain Bank Costs” by E. 8. 
Woolley. At the end of 5 days I will 
either remit $5 or return the book. 


York Central First 344s and the Re- 
funding and Improvement 5s narrowed 
to less than 3 points. It is not without 
significance that the spreads cited showed 
a perceptible tendency to widen during 
the recent preélection decline in lower 
grade issues. Consequently, one can 
readily visualize a reversal of the 
process exemplified above in a time 
of business stress. Although no real 
bar to the further extension of the 
long term recovery movement is in 
sight at this time, it is not too soon 
for those banks which find themselves 
heavily committed to lower grade issues 
to make a start in the selllnienadt of 
their portfolios in order to prepare 
for future emergencies. Such action is 
especially advocated for smaller banks 
who are without the benefit of close 
touch and frequent expert advice. To 
be sure, a small sacrifice in return 
and the abandonment of some chances 
of price appreciation will be entailed. 

For the bank that stands rigidly by 
the principles recommended of con- 
fining the portfolio largely to high 
grade securities and measurably re- 
stricting maturities, the result unques- 
tionably will be lower earnings during 
the present period of loW money rates. 
But few bankers will deny that divi- 
dends to stockholders are secondary in 
importance to the conservation of de- 
positors’ money. The funds which the 
banker invests in bonds may be con- 
sidered as a bulwark to deposits, a 
protection against the losses resulting 
from a normal rate of casualty in the 
loan account or other usual bank func- 
tions. The failure of many small banks 
to heed the warning of recent banking 
history is to be expected, but many 
hard-headed bankers are now profiting 
by the experience and are not attempt- 
ing to earn a higher interest return 
than is justified by present money mar- 
ket conditions and the further uncer- 
tainties, both financial and economic. 
In the long run, the course of con- 
servatism holds the greatest promise of 
fulfillment of the banker’s responsi- 
bility to his depositors, customers and 
stockholders. 
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ADVERTISING AND PUBLIC RELATIONS 
Edited by Malcolm Davis 


Darn That Welsh Rarebit 


HEN bitter dark—all light had 

fled—a vision dawned beside my 

bed. My startled eyes could 
barely see, but a soothing voice soon 
came to me. 

“My friend, you’ve labored many 
years and often you were close to tears. 
You’ve placed before me hopes and 
dreams that died before they could be 
seen and much work that you dearly 
cherished went to committees where it 
perished. This year of years you'll have 
your way and furthermore whate’er you 
say will surely go as there'll be no one 
to say ‘no.’ ” 

Around the figure was a haze that 
had me in a wondrous daze but so con- 
soling was its light I hadn’t any thought 
of fright. 

“Your hopes and plans will be ful- 
filled and this year they will not be 
killed by Joe nor Jack nor James nor 
John for each will urge you ‘carry on.’ ” 

Thus spoke the figure by my bed as 


a halo settled on its head. If what I 
heard was only true, oh boy! the things 
that I could do. 

“Your copy will be simply grand 
and moreover it will stand the scrutiny 
of the eyes up top that used to say “This 
thing’s a flop.’ Your layouts will draw 
such applause that the results will 
surely cause friend Socrates to give you 
credit and F, A. A. to say “You said it.’ ” 

As you can guess, with all of this, 
I was transported to such bliss that 
heaven seemed to open wide and there 
was little me, inside. 

And then, as if in diapason, ap- 
proached my whole appropriation look- 
ing beautifully fat instead of like an 
alley cat. 

At this I swooned and threw a fit— 
and you can guess the cause of it. My 
radiant figure was a joke. It disap- 
peared as I awoke and found me just 
another adman in bank advertising’s 


Badland. 


Bank Advertising at Work 


T would be a rather base sort of 

gratitude if your editor did not jump 

at the first possible opportunity to 
publicly record his appreciation of the 
guest editors who carried this depart- 
ment along during the past three 
months. 

To Marvin A. Lemkuhl of Scott- 
Telander, Inc., Milwaukee, Wis.; to 
Dudley Parsons of New York City; to 
Rod Maclean, advertising manager of 
the California Bank, Los Angeles, go 
our sincere thanks for a competent, 
conscientious job of reviewing the bank 
advertising parade during our October, 
November and December issues, re- 
spectively. 

As a matter of fact, these capable 
gentlemen have pretty well placed us 
behind the eight ball, so to speak. Alas, 


alack and woe is us in trying to hit and 
maintain the stride set during our edi- 
torial absence. 

Well, we can do no more than our 
best, and that we shall try to do al- 
though at the moment we felt a bit 
rusty around our typewriter joints. 

Before getting into motion, though, 
here’s wishing our guest editors as much 
fun out of guest-editing as we had fun 
out of being guest-edited. Although to 
break down and confess all, it is pretty 
swell to find ourselves back in the vig- 
orous flow of current bank advertising. 


Wisconsin Bankers Promote Public 
Relations 


THE public relations program of the 
Wisconsin Bankers Association is rap- 
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idly developing from the blueprint stage 
to an accomplished fact. 

At the present time some five hun- 
dred books dealing with constructive 
customer relations are in use by more 
than one hundred banks in thirty Wis- 
consin counties. Regular meetings are 
in progress in many communities. 
County education committees, codperat- 
ing with various group and state com- 
mittees have, so to speak, started the 
educational ball rolling in no uncer- 
tain fashion. 

In conjunction with the Federal Re- 
serve Bank of Minneapolis, Minn., an 
educational film is now available to any 
Wisconsin bank making arrangements 
for the showing of it. 

This film demonstrates the organiza- 
tion of the Federal Reserve System. It 
explains how 100,000 checks a day are 
collected; shows how money is sorted 
and paid out and how unfit money is 
destroyed. It outlines the bank’s serv- 
ices for the Treasury Department; de- 
picts a loan interview and shows how 
funds are transferred by telegraph. It 
shows the directors, officers, employes 
and guards of the bank at work and 
portrays many scenes in and around 
the banking quarters. 

The film is available for not only 
theater projection as a part of a regu- 
lar moving picture program but also 
may be obtained in the portable size 
for use before smaller audiences in 
high schools, colleges and meetings of 
all kinds. 

The public relations program of the 
Wisconsin Bankers Association is un- 
der the supervision of A. R. Gruenwald. 


I Wanna Talk... 


Just before Christmas many a non- 
saver casts appealing glances at his 
dwindling ready cash and wishes there 
were more of it. To boost these non- 
savers into the saving category is the 
function of a Christmas Club ad from 
the Fidelity Union Trust Company, 
Newark, N. J. Copy tells the club 
story. The illustration is tops for driv- 
ing the story home—a picture of a very 
small youngster in a huddle with a 


telephone, saying, “I wanna talk to 
Santy.” 


Two Sons 


Onty the words “Two Sons” on the 
front cover. On the back cover, the 
trade mark of the Central Hanover Bank 
and Trust Co., New York City. Op- 
posite each other, inside, the story of 
John and David. Both boys were only 
children—their fathers each worth a 
half million. Yet John will inherit 
$419,805 and David only $326,885. An 
admirable piece of trust service mer- 
chandising—simple, forthright and im- 
pelling. » 


Poetry Sells Banking by Mail 


Out in Anderson, Ind., they lean to- 
wards poetry. Witness the jingle copy 
of the Citizens Banking Co. 

If the day looks damp and dreary, 

Bank by mail! 
If your work has left you weary, 
Bank by mail! 

If you're sick and slow a-mending, 

There’s no trick to money-sending; 

Let your cash keep on ascending— 

Bank by mail! 


P. S. Mail banking is safe and often 
far more convenient than coming to the 
bank. Ask for details by phone, in person 
or by letter. 


Oranges—and Banking 


A FOUR-PAGE folder issued by the Mor- 
ris Plan Bank of Virginia tells an in- 
teresting story. The first page simulates 
the bank’s usual letterhead on which is 
typed three short paragraphs inviting 
attention to pages two and three, and 
telling a bit about the bank itself. 
Inside, there is told a little story 
having to do with oranges and banking 
— illustrated appropriately. As every- 
one knows, oranges cost more per each 
when bought by the dozen at the corner 
grocery than when bought by the crate 
at the wholesaler. Likewise, bank loans 
cost more when “retailed” to the in- 
dividual than when “wholesaled” to 
large business concerns. However, the 
extra cost is very little more than one 
would expect considering the added 
service and accessibility afforded. This 
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piece of direct mail points the parallel 
clearly and with readable detail. 


Financial Counsel 


Tue Cleveland Trust Company, Cleve- 
land, Ohio, offers its services as “A 
Clearing House of Financial Counsel” 
in a new series of ads with short, swift- 
moving copy. Says one, with the afore- 
mentioned heading: 


Many a busy executive spends hours 
grappling with a financial problem when a 
few minutes’ consultation with his banker 
might produce the answer. The Cleveland 
Trust Company, having a background of 
intimate knowledge of the experience of 
well-managed concerns in the same and 
other lines, can perhaps save you much 
time and energy and greatly reduce the 
possibility of serious omissions in your 
financial arrangements. 


Reading Time Thirty Seconds 


If you lack the convenience of a checking 
account— 

If you have no safe deposit box for valu- 
ables— 

If you want a loan for personal purposes— 

If you'd like to start a savings account— 

If your business can use seasonal funds— 

If you have been thinking of an estate 
plan— 

Or if you need metropolitan facilities com- 
bined with close, personal contacts 
throughout North Carolina—Wachovia 
invites you to become a customer. 

WACHOVIA 
BANK AND TRUST COMPANY 


Well, that’s the ad minus the illus- 
tration and part of the signature. The 
headline’s a stopper and the copy’s 


sprightly, and what more could one 
ask? 


Save to Borrow 


TaroucH Bank of America (Califor- 
nia) Timeplan loans, homes can be 
bought or built. But some money must 


be laid on the line. So Bank of Amer- 
ica advertises the fact that a “savings 
account will soon provide your down 


payment.” Which, to our way of think- 
ing, is a pretty good way of building 
business from the bottom up. 

Also from Bank of America comes 
one of the biggest “checks” we’ve yet 
seen—physically as well as otherwise. 
It is drawn on the 457 branches of the 
Bank of America. It pays to the order 
of “The Merchants and Industries of 
California” the tidy little sum of seven 
million dollars. The check is ”signed” 
by the bank of America Christmas Club 
(138,000 members—largest in the 
United States). 


A Glimpse of Tremont Street 


A BOOKLET so titled has been issued by 
the Home Savings Bank whose quarters 
are on the corner of Tremont and 
Beacon streets in Boston, Mass. The 
booklet tells an interesting story of this 
famous street’s history. Just to give 
you an idea: 


Where Park Street Church lifts its lofty 
“St. Bride’s” spire above © 3rimstone Cor- 
ner” (so-called because brimstone for mak- 
ing gun powder was stored in the church 
during the war of 1812) once stood the 
town granary—a depository where the poor 
bought grain at cost in time of famine. 
Built in 1728, it was a roomy edifice capable 
of storing twelve thousand bushels of grain, 
the only building large enough where the 
sails for the famous frigate Constitution 

. could be made. 


Many another tale of unusual his- 
torical value is unfolded and the whole 
is tied up with the bank’s history in one 
of the closing paragraphs: 


Many of our long-ago depositors have 
moved away to distant states and foreign 
countries—and in these far off places many 
of their descendants live today. They still 
maintain contact with the home town of 
their fathers, grandfathers or great-grand- 
fathers by keeping alive those years-old 
savings accounts in the “Home.”  Senti- 
ment? Maybe. But, nevertheless, it shows 
how strong the habit of saving can become 
—gaining in strength, even, as generation 
after generation passes by. 





HITTING THE HIGH SPOTS 


HE “eternal triangle” is used as an| 
identifying trade mark of the serie: 


currently produced by the Norris: 
town-Penn Trust Company, Norristown.’ 


Pa.—the triangle is, of course, as sex- 
less as a T square but nonetheless 
it completely binds together “Deposi- 
tors, Stockholders, Borrowers,” with 
the “Community” as a centerpiece. . . . 
Not content with eye-appealing illus- 
trations and neat layouts, the Atlantic 
National Bank, Jacksonville, Fla., runs 
a slug above the illustrations—for ex- 
ample the slug asks in one ad “Did 
you know an ‘electric eye’ is being used 
by the State Road Department to count 
the automobile traffic on a highway near 
Stanford?” ... Part of an historical 
series of the Syracuse Savings Bank, 
Syracuse, N. Y., capitalizes on the fact 
that Henry Clay attended the Syracuse 
Fair Grounds in 1849, the year the bank 
itself was born. . . 

The oldest an in Florida, The 
Barnett National Bank, Jacksonville, 
runs an ad which enlivens the subject 
of Turpentine—telling how the bank 
helps this commodity from the forest, 
through the still, to shipping centers 
and so on out to the world. . 
“Don’t Miss the Boat” cautions the 
travel bureau of the First Wisconsin 
National Bank of Milwaukee in an ad 
bristling with ideas for guys that are 
able. to go places. . . . And another 
bow to the East River Savings Bank. 
New York City, for their folder on “Rip 
Van Winkle” accounts—you know, 
those twenty year dormant things that 
most savings banks have but which the 
East River hasn’t any more. . . 

Thanks to an ad of The Ohio Citizens 
Trust Company, Toledo, Ohio, we learn 
that Toledo stands “FIRST for coal and 
ore on the Great Lakes—SECOND for 
total tonnage on the Great Lakes—and 
EIGHTH for total tonnage in the 
United States.” ... You remember 
Mr. Ekins, the chap who girdled the 


continent in about the same time it 
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takes to sneeze?—well, he carried 
travelers’ checks of The National City 
Bank of New York with the result that 
the bank smartly reminded its public 
that what was O. K. for Mr. Ekins 
would be just as handy for one and 
all... . The “Bank Plan for Budget 
Payments” of the Lincoln-Alliance Bank 
and Trust Company, Rochester, N. Y., 
makes it possible for the citizens there 
to buy “Ranges, Refrigerators, Wash- 
ing Machines” (or what have you?) 
for a small down payment, etc. . 
Macy’s says “It’s Smart to Be Thrifty” 
while the First Citizens Bank and Trust 
Co., Utica, N. Y., says that 95 per cent. 
of all America’s financial transactions 
are carried on by check and then ap- 
propriately lists six reasons “Why It’s 
Smart to Pay by Check.” .. . 

Item from the December Financial 
Advertisers Association Bulletin: “Do- 
ing business without advertising is like 
winking at a girl in the dark: you 
know what you’re doing but nobody else 
does.” . Now how can a bank run 
an ad about “Money and Mousetraps”’? 
—yet that’s exactly the subject of an 
ad from The Broad Street National 
Bank, Trenton, N. J., and a pretty smart 
parallel is drawn, believe it or not. . . . 
Once again this department, to be pub- 
lished after the New Year, is being 
written before Christmas—which won't 
prevent us at all from wishing you a 
bit of everything that is good during 
the holiday sequence. 


® 


THE WAY TO PEACE AND 
PROSPERITY 


WE shall not be on the way to peace 
and prosperity until the people of the 
world learn that by the use of peace- 
time credit they can make their com- 
petitive struggles into agreements for 
mutual advantage instead of the fearful 
catastrophes of war.—The Common- 
wealth of Industry, Benjamin A. Javits. 





BOOKS FOR BANKERS 


Tue A B C oF THE FEDERAL RESERVE 
SystEM. By Edwin Walter Kemmerer 
—10th Edition, Revised. Princeton: 
Princeton University Press, 1936. 
Pp. XIII-286. Price $2.50. 


THIS most recent edition of Professor 
Kemmerer’s book on the Federal Re- 
serve System represents a complete re- 
vision of the text which is three times 
as long as that of the ninth edition 
published only four years ago. By omit- 
ting the text of the Federal Reserve Law 
which had been included in the earlier 
editions, this book has been kept in the 
same handy form as its predecessors. 

The first chapters, dealing as they do 
with the events which led up to the 
organization of the Federal Reserve Sys- 
tem have not been changed in any es- 
sential respects. The same may be said 
about the chapters dealing with the nor- 
mal activities of the Federal Reserve 
banks. 

Practically the entire last half of the 
book, however, is completely new for 
it deals with the changes in the Fed- 
eral Reserve System which have been 
introduced since the New Deal made 
its appearance. 

Professor Kemmerer has explained 
in a very lucid manner the Glass 
Steagal Act and the causes that led to 
its enactment. He has analyzed the 
role of the Federal Reserve System in 
the panic of 1933 and presented the 
reasons why it was not able to accom- 
plish more. The Thomas Inflation 
Amendment, the Banking Act of 1933, 
the gold purchase plan, the Silver Pur- 
chase Act of 1934, the control of credit 
for speculative purposes, the retirement 
of all national bank notes, Federal in- 
surance of deposits, the Banking Act of 
1935 and the problem of excess reserves 
are all discussed in so far as the Fed- 
eral Reserve System is concerned. The 
last chapter is devoted to the present 
Status of the Federal Reserve System. 

The great value of this edition as of 
that of earlier editions lies in the selec- 


tion and presentation of the material. 
Professor Kemmerer has made use of 
his intimate knowledge of banking and 
of the Federal Reserve System to pick 
out the significant factors in its develop- 
ment and operation and then to explain 
them in simple, easily understood 
language. The result is a book which 
is sound technically and hence provides 
a useful hand-book for the banker and 
at the same time one which is so read- 
able and understandable that it is a 
great help to the layman. 


TREASURIES AND CENTRAL Banks. Es- 
pecially in England and the United 
States. By David William Dodwell. 
London: P. S. King & Son, Ltd. 1934. 
Pp. X1V-218. Price 10s. 6d. 

Tus little volume is a study of the 

treasury departments of England and 

of the United States and their relations 
with the Bank of England and Federal 

Reserve System respectively. 

Of greatest human interest to the 
reader is the chapter on the history of 
the development of these relationships 
in England and of the growth of the 
treasury even before the foundation of 
the bank. Unsuspected customs come 
to light in these pages. Every reader 
probably knows that accounts hundreds 
of years ago were kept by means of 
tally sticks. How many knew, however, 
that this custom was maintained by the 
Treasury in England until 1826? 

The most significant chapter from 
the standpoint of the American reader 
is one dealing with existing conditions 
in the United States and the author’s 
criticism of this situation. He says in 
closing this chapter: “The whole his- 
tory of the United States seems to show 
the great desirability of keeping bank- 
ing and monetary policy as far removed 
from party politics as possible in nor- 
mal times. Probably the majority of 
well-informed Americans hope that the 
assumption of direct central banking 
functions by the Government which was 
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perhaps inevitable in the emergency 
will not be continued after the crisis 
has been surmounted. But will well- 
informed opinion prevail?” 

Time alone will give the answer to 
this question. 


Paris AS A FINANCIAL CENTER. By 
Margaret G. Myers. New York: 
Columbia University Press, 19360. 
Pp. XII-192. Price $3.00. 


In this little volume, the author pre- 
sents a succinct account of Paris as a 
financial center. It is of particular in- 
terest to the American banker who has 
any occasion for business, directly or 
indirectly, with Paris because the way 
in which financial affairs are handled in 
Paris is different in many fundamental 
respects, not only from that employed 
in this country but from that used in 
London. 

The dominant factors in French 
finance are: the Bank of France, the 
Caisse des Dépéts et Consignations, and 
the Treasury. The operation of the 


Bank of France is quite dissimilar to 


the way in which the Federal Reserve 
banks function; we have no organiza- 
tion corresponding even remotely to the 
Caisse des Dépéts et Consignations; and 
while there are certain similarities be- 
tween our Treasury Department and 
the French, they are by no means iden- 
tical. 

The Bank of France, for example, 
not only does not, but is not permitted 
to engage in open market operations. 
Even theoretically it does not have that 
control of the money market which is 
supposed to be a function of the Fed- 
eral Reserve banks, although seldom 
exercised by them. Moreover, in sharp 
contradistinction with the Federal Re- 
serve banks, the Bank of France has a 
large number of transactions with the 
public. In fact, it is common practice 
for acceptances to be rediscounted with 
the Bank of France shortly after matu- 
rity to avoid collection charges. 

The Caisse des Dépéts et Consigna- 
tions performs several unique functions 
among them holding funds that are sub- 
ject to litigation, the holding and in- 
vestment of funds for savings banks, 


and the same for social insurance funds, 
mutual aid societies, etc. With the 
large volume of funds from these and 
other sources, the Caisse is one of the 
most important factors in the money 
market, at times playing a more im- 
portant réle than the Bank of France. 

With the concentration of public 
debt in France in the form of national 
debt, the Treasury and its affiliated, 
but nevertheless independent, Caisse 
d’Amortissement are important factors 
in the financial affairs of France, much 
more so than our own Treasury until 
the past few years when it has under- 
taken to dominate the finances of this 
country. In fact, there have been times 
when the Treasury has carried on cer- 
tain banking functions by accepting 
deposits. 

The Stock Exchange and the banks 
are relatively less important factors in 
Paris than they are in New York and 
they operate in ways quite different 
from those of analogous American in- 
stitutions. 

All these different organizations and 
others of minor importance together 
with the relations which exist among 
them are discussed comprehensively and 
yet concisely. Except for the recent 
changes in the charter of the Bank of 
France and the changes of the past few 
weeks resulting from the devaluation of 
the franc, the material presented is cur- 
rent. At a time like this, when the 
developments in French monetary and 
financial affairs are of significance to 
the whole world, it is particularly help- 
ful to have this book at hand to aid in 
understanding what is now taking place 
and in interpreting its significance. 


THE AMERICAN SYSTEM OF TrRusT Busl!- 
NEss. By Gilbert T. Stephenson. New 
York: American Bankers Association, 


1936. Pp. 128. Price $1.50. 


THE author has succeeded in compress- 
ing into a small compass a great deal 
of information about the ways in which 
trust departments can be of service to 
both individuals and corporations and 
the manner in which such departments 
function. 


This material should be both in 
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formative and interesting to bank ofh- 
cers and employes who have not had 
occasion to acquaint themselves with 
the trust department of their bank. It 
should likewise ybe of assistance to the 
officers and staff of the department in 
question by serving as a hand-book for 
them in their explanations to the public 
concerning the work of their depart- 
ment. 

The subjects covered include wills 
and estates, personal trusteeships and 
guardianships and personal agencies as 
well as corporate trusteeships, and the 
function of the trust department as a 
transfer agency and security registrar 
for corporations. The discussion of the 
several topics is brief and to the point, 
and while technically sound is not so 
technical as to confuse the layman. 


Tue Pato To Prosperity. By Gilbert 
M. Tucker. New York and London: 
G. P. Putnam’s Sons. $2.50. 


DEALING with principles considered 
vital to a lasting an solid prosperity, 
this volume deserves a careful reading 
by all who wish to see these principles 


upheld. 


While there are chapters dealing at 
length with most of the problems con- 
fronting our country today, the chap- 
ter on public finances and that on 
money and credit will be of special in- 
terest to bankers. 

The chapter dealing with recent 
monetary policy bears the title of “Na- 
tional Dishonesty,” and this policy, as 
might be inferred from the title, is 
scathingly denounced. 

In fact, most of the “New Deal” poli- 
cies are condemned, strikingly contrast- 
ing with the estimation of these policies 
as lately expressed by the electorate. 
And the author does not treat a pro- 
tective tariff with any greater tender- 
ness. He considers tariffs and other 
trade restrictions as constituting serious 
obstacles to the preservation of peace. 

The reader may not agree with all 
the contents of this book, but he will 
find in it a strong defense of sound 
principles, and assurance that ultimately 


these principles, if now temporarily 
obscured, will again emerge and tri- 
umph in the end. 


Our DEPRESSION: a play in nine scenes. 
By Colonel O. W. Rethorst, Boston: 
The Christopher Publishing House. 
$1.25. 


LACKING very much of the dramatic 
quality essential to a play, this pro- 
duction should, perhaps, be styled a 
conversation among several characters, 
and presented in the form of blank 
verse. Disclaiming that degree of criti- 
cal acumen which would enable one to 
make an accurate appraisal of the value 
of this publication, the view may never- 
theless be volunteered that the economic 
features of a depression are tough sub- 
jects for poetic treatment. Be that as 
it may, Colonel Rethorst has included 
in his play many pertinent facts and 
sound aphorisms relating to depres- 
sions. A couple of quotations must 
suffice: 


“Prosperity is but a fever in 

Our business due to a rapid flow 

Of blood. When blood quits flowing 
rapidly, 

Excitement cools below the normal, 
and 

Our business chills, and we are chilled 
with it. 

In such conditions eagerly we list 

To him—and legion is his name— 
who has 

A remedy.” ... 


And again: 


“Much better it would seem to be if our 

_— could move more evenly. Why 
o 

We have some periods in which our 
needs 

And wants seem quite insatiate? And 
then 

At other times our pocketbook will 
close 

As though it is an agitated claim?” 


He who could answer this question 


would be wise indeed. 
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NEW BOOKS RECEIVED 


A History OF THE FEDERAL RESERVE 
Bank oF Cuicaco. By John A. Gris- 
wold. Published by the author at 
3674 Lindell Boulevard, St. Louis. 
Mo. 


Many studies have been made of the 
operation of the Federal Reserve Sys- 
tem but the individual banks have been 
generally neglected. In this study the 
author has anaylzed the operations of 
the second largest bank in the country 
both in the light of local problems of 
its district and in the light of the na- 
tional problems of the system as a 
whole. 


THe A B C or Business INSURANCE 
Trusts. By Basil S. Collins. Bos- 
ton, Mass. Bruce Humphries, Inc. 


$2.00. 


THE author is assistant vice-president 
of the Old Colony Trust Company of 
Boston and in this book has written 
something of value for the life under- 
writer, the trust officer and the lawyer 
and accountant on the general subject 
of business insurance trusts. 

Part I presents in detail, using the 
case method for the first time, a prac- 
tical sales plan for the life underwriter 
and trust officer, and covers corpora- 
tions, partnerships and proprietorships. 

Part II contains the fundamentals of 
business insurance and business insur- 
ance trusts, set up in reference style, 
which, combined with an excellent table 
of contents, gives the reader a valuable 
reference handbook. 

Part III shows two suggested deeds of 
trust—one to cover the average close 
corporation case; the other to cover the 
average partnership case. 


MATHEMATICAL PRINCIPLES OF INSTAL- 
MENT Financinc. By W. Russell 
Mules and Owens Laws. New York: 
McGraw-Hill. $5.00. 


Tus book, consisting mostly of tables, 
is designed to aid the installment finance 
executive in determining the proper 
charge for the service rendered. The 
text and tables are intended for the ex- 


perienced executive and operator who, 
having determined the elements of cost, 
profits, etc., and having selected the 
proper yield can then quickly and ac- 
curately determine the rate to be quoted. 

The authors say in their preface: 
“Due to the nature of the business most 
of the methods used to determine the 
charge has been based on the cash em- 
ployed in the transaction, and it is not 
uncommon to hear these charges re- 
ferred to as a certain rate of interest 
per annum. Because a large portion 
of the charge made by a finance com- 
pany is for the service rendered, and 
not for the use of borrowed funds, it 
is misleading to refer to this charge as 
interest, which term is almost uni- 
versally accepted to mean the charge 
for the use of money.” 


ABOLISH SLUMPs: A DIAGNOSIS OF THE 
TraDE CycLe. By A. W. Knight. 
London: P. S. King & Son. 6s. 


Tus book deals with one of the most 
important problems of our time—the 
cause of depressions and mass-unem- 
ployment. The author shows how mass- 
unemployment is generated and gives 
his ideas on how a better economic sys- 
tem might be established. 


RECENT PAMPHLETS 


MACHINE-MapDE Joss. Published by 
the Machinery and Allied Products 
Institute, 221 North La Salle St., 
Chicago. 


“BuTs” and “Ands” that must be con- 
sidered in connection with common 
statements which on the surface appear 
to prove that machines cause unem:- 
ployment. 


FOURTEEN GUIDES TO FINANCIAL STA- 
BILITY. By Roy A. Foulke. New 
York: Dun & Bradstreet, Inc., 290 
Broadway. 


IN an analysis of sixty different lines 
of business the author of this brochure 
who is manager of the analytical re- 
port department of Dun & Bradstreet 
has published 14 important ratios based 
on a study of 47,980 enterprises. 
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PROCEEDINGS OF THE FortTy-THIRD AN- 
NUAL MEETING OF THE SAVINGS 
BanKs ASSOCIATION OF THE STATE 
or New York. Published by the 
Association at 110 East 42nd St., 
New York. 


REPORT OF THE COMMISSION FOR THE 
RECODIFICATION OF Laws RELATING 
To Micwican FINANCIAL INSTITU- 
TIONS. Detroit, Mich. W. B. Cud- 
lip, Union Guardian Building. 


© 


BALANCED BUDGET A VITAL 
FACTOR 


Because of the variety of potential in- 
flationary influences, the problem of 
preserving the soundness of the cur- 
rency resolves itself into several fac- 
tors, of which the most important is 
that of the Federal budget. This in- 
volves the question of relief, the reor- 
ganization of Government agencies, the 
revenue system, and the question of 


olicy toward the numerous “pressure 
policy tow: us “p 
groups” with supposed claims on pub- 


lic funds. These questions need to be 
settled in such a way as to provide for 
a definite and permanent balance be- 
tween Federal receipts and expendi- 
tures. 

Of these various aspects of the budget 
problem, that of relief is probably the 
most serious. Although relief expendi- 
tures have decreased substantially, they 
are still very large, especially in view 
of the steady gains that have recently 
taken place in employment. Factory 
employment, according to the revised 
figures of the Department of Labor, is 
only 34% per cent. below the 1923-25 
average and is the largest since the early 
part of 1930, although similar figures 
for non-manufacturing industries, if 
any were available, would probably 
make a less favorable comparison. 
While the advocates of the policy of 
providing work relief in preference to 
direct relief point out that the former 
has undoubted advantages from the 
social point of view, it also greatly in- 


creases the drain on the Treasury. The 
situation is confused by the lack of 
definite knowledge as to the real status 
of employment and unemployment, and 
it would seem that the first step in a 
rational consideration of the problem 
should be the taking of a thorough and 
comprehensive unemployment census, 
to be followed by equally thorough re- 
examinations of conditions at regular 
intervals. 

The economies that may be effected 
in the relief machinery will probably 
be supplemented by the reorganization, 
coordination, and in some cases elimi- 
nation, of regular and emergency agen- 
cies of the Government. Reports from 
Washington since the election have in- 
dicated that the Administration is con- 
templating a regrouping of divisions 
and bureaus, together with a gradual 
liquidation of emergency financial agen- 
cies.—Guaranty Survey. 


GOVERNMENT LENDING DECLINES 


For four years, from the establishment 
of the Reconstruction Finance Corpora- 
tion in February, 1932, until the spring 
of the current year, the aggregate vol- 
ume of loans outstanding by Govern- 
ment-owned or Government-sponsored 
agencies grew almost without interrup- 
tion from month to month. 

Money owed these agencies—most of 
them set up to combat emergencies of 
depression—by farmers, home owners, 
municipalities, corporations and other 
classes of borrowers reached the stag- 
gering sum of $9,000,000,000, or barely 
$2,000,000,000 less than all the loans 
held by Federal Reserve member banks, 
exclusive of inter-bank and open mar- 
ket loans. Bank loans during the same 
period had dropped steadily. 

In the last few months, however, the 
situation has altered materially. Not 
only have banks and other private lend- 
ing institutions reported an increasing 
volume of new lending, but for the first 
time in four years there has been a sus- 
tained decline in the outstanding volume 
of loans by Government agencies.— 
“Banking.” 





IN THE MONTH'S NEWS 


Automobile Finance 


q Advertising of interest charges on 
automobile financing plans must be 
strictly in accordance with the facts, 
stipulates the Federal Trade Commis- 
sion in objecting to certain advertised 
financing plans which it claims are mis- 
leading as to the true interest charged. 
In this connection Alfred P. Sloan, Jr., 
president of the General Motors Cor- 
poration, issued the following statement: 

“My attention has been called to a 
recent complaint of the Federal Trade 
Commission in regard to the policy of 
the automotive industry in the financing 
of new cars sold on the time payment 
principle. To my mind this is a very 
interesting and instructive situation. 


Therefore it seems to me to be highly 
desirable that the public get a proper 
understanding of the facts and circum- 
stances. 


“In the first place everybody knows 


that the automotive industry has fol- 
lowed consistently and aggressively— 
and I believe with reasonable intelli- 
gence—the sound principle of striving 
to always produce better merchandise 
at an always relatively lower price. 
That fact is so unanimously recognized 
that it needs no support from me. In 
view of the fact that a relatively large 
proportion of new motor cars are sold 
on some time payment plan, naturally 
the cost of financing is just as essential 
a part of what the consumer pays as 
the value of the motor car itself. It has 
always been recognized as such by the 
industry. As a matter of fact down 
through the years there has been avail- 
able, for the purchaser of General 
Motors cars, financing accommodations 
at a continuously lowering rate—always 
lower, or as low as is available on a 
national basis. 

“General Motors Corporation, for a 
long time past, has been gravely con- 
cerned with what is going on in the 
financing field. It has spent large 
sums in advertisements, and in other 
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ways, trying to educate the consumers 
as to the realization of what they were 
paying for financing their new car pur- 
chases, but with very little result. The 
difficulty was that the average pur- 
chaser, having determined the car he 
wants and having made the deal on the 
usual used car taken in exchange, was 
in no frame of mind to contemplate or 
understand the intricacies of deducting 
from the amount he owes the amount 
to be paid down and the amount to be 
paid from month to month with due 
allowance for an equitable finance 
charge. And this complication has led 
to practices which, so far as General 
Motors Corporation is concerned, it 
certainly cannot support. 

“Therefore, for a long time, General 
Motors, through its subsidiary, the 
General Motors Acceptance Corpora- 
tion, was striving to develop a formula 
whereby anybody and everybody could 
determine, through some simple calcu- 
lation, the total charge involved in any 
financing transaction. As a_ result, 
about a year ago there was evolved 
what was styled, the ‘6 per cent. Time 
Payment Plan.’ The consumer imme- 
diately benefited on two counts: first, 
the cost of financing was again lowered, 
and second, the cost could be deter- 
mined by anybody who could multiply. 
This plan was universally adopted by 
the industry, hence the benefits were 
available to substantially all who pur- 
chased new motor cars on the time pay- 
ment basis. 

“At the time that the new plan was 
announced, I sent a message to Gen- 
eral Motors stockholders, and in that 
message I made the following state- 
ment: “This 6 per cent. flat multiplier 
is not 6 per cent. interest,’ and in the 
announcements and advertisements of 
General Motors Acceptance Corpora- 
tion, the greatest care has been exer- 
cised to distinguish between 6 per cent. 
as a multiplier, and the possible as- 
sumption on the part of some pur 
chasers that the 6 per cent. meant 6 
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per cent. true interest. It certainly 
does not; was never contemplated so to 
do. That would be economically im- 
possible. The facts have been stated 
time and time again. That is the argu- 
ment, and the sole argument. 

“Now, here is a case where an in- 
dustry has conscientiously tried to do a 
better job and has used its ingenuity to 
continually reduce the price of time 
financing in the interest of the con- 
sumer. That, the record amply demon- 
strated. It now develops a formula so 
plainly expressed that anybody can re- 
member and thus easily determine, for 
his own protection, what the total cost 
of the financing deal should be, yet that 
industry is attacked on the technical 
point that some people may assume that 
this formula, which has contributed so 
much to stabilizing the financing of 
new motor cars, and has saved the con- 
sumer millions of dollars, is not what 
it is intended to be. 

“The above are the facts as to the 
controversy and are submitted so that 
the public can judge as to the merits of 
the argument in their own interest.” 

A. E. Duncan, chairman of the board 
of the Commercial Credit Company, 
has issued the following statement ex- 
plaining the position of his company 
with regard to the F. T. C.’s complaint: 

“We think it advisable that our stock- 
holders understand the nature and char- 
acter of this complaint so that mis- 
understanding will not exist in your 
minds as to any effect it might have 
upon our operations. 


“In order that the motor buying pub- 
lic might be better advised as to stand- 
ard finance charges used in connection 
with the purchase of automobiles, there 
was announced approximately a year 
ago what is referred to as the 6 per 
cent. finance plan. It was explained 
at the time that the designation ‘6 per 
cent.’ was not to be considered an in- 
terest charge but was to be used as a 
common multiplier to ascertain the dol- 
lar finance charge. We understand that 
the Federal Trade Commission contends 
that this form of advertising was mis- 
leading in that the public assumed that 
the 6 per cent. plan referred to was a 


6 per cent. simple interest plan. Cer- 
tainly that was not the intention in 
promulgating this plan on the part of 
motor car manufacturers or finance 
companies. The purpose was to protect 
the purchasers of automobiles by in- 
forming them how to determine the time 
price of automobiles. The matter now, 
however, is academic, certainly so far 
as we are concerned, because the desig- 
nation ‘6 per cent.’ plan was discon- 
tinued by us some time ago. In any 
event, if the Federal Trade Commission 
should find against the motor manufac- 
turers and finance companies, then the 
only result will be that it will order us 
to cease doing something which we are 
not doing. 

“The principal object of this state- 
ment is to make clear to our stockhold- 
ers that any present controversy with 
the Federal Trade Commission has ref- 
erence only to a form of advertisement 
previously used by this company and 
has no bearing upon or reference to the 
adequacy or otherwise of our rates, nor 
has it any reference to any other ac- 
tivities of our company.” 


@In response to requests of its cus- 
tomers, the Franklin-Washington Trust 
Co. of Newark, N. J., has installed an 
automobile finance department. The 
plan provides for the financing of new 
automobiles, not only for the bank’s 
customers, but for the public generally. 

Loans may be procured at any of the 
five branches of Franklin-Washington 
and will be made for up to two-thirds 
of the value and mature in from twelve 
to eighteen months. 


Bank Bonus 


@ One sign of recovery that the eco- 
nomic observer will notice in his daily 
scanning of the news is the large num- 
ber of items appearing in newspapers 
reporting bonus payments to be made 
at year’s end to bank employes. Not since 
before the depression have so many 
banks found themselves in a position to 
be so generous to their staffs. Among 
recent announcements: 

Bankers Trust Company of New York: 
Bonus equivalent to 5 per cent. of the 





No Bank Can Afford Not to Own These 
Two Books ..... 


Effective Bank Letters 
Bank Letters That Build ; By A. A. Kretschmar 


Business 


Because—they constitute a complete training course, with 
abundant illustration and common-sense analysis, which will appeal 
to and stick in the consciousness of all practical executives and 
department heads; 

—they are indispensable to clerks and secretaries who seek re- 
sponsibility; 

—their content will pull minds out of ruts and awaken a realiza- 
tion that your bank should be writing better letters than it does. 


Effective Bank Letters is the only training service published 


that is likely to improve bank letters. It has for its background 
years of practical experience with bank letter problems as wrestled 
with in all phases, in expert service to metropolitan banks deeming 
it profitable to pay from $50 to $75 a day for individual attention. 
The printed service is available to you in a loose-leaf book (which 
can be circulated in sections), at an investment of only $12. The 
first edition sold for five years at $25 to banks buying from one to 
sixty copies. 
This book was endorsed for Bankers Trust Company of New 

York by Mr. Guy Emerson, Its teaching as released in a forum 

study was emphasized by a former president of The National 

City Bank of New York as “one of the finest things the City 

Bank has ever had.’”” The educational adviser of Westinghouse 

Electric & Manufacturing Company wrote: 

“I have already read with interest and thoroughness Sections 

3, 4 and 7, which could not have been so well treated by any 

other person of whom I have knowledge in the whole field of 

those engaged in business correspondence. I do not except 

even such talented persons as Stanley, Hotchkiss and Kilduff 

of New York University, Babenroth of Columbia University, 

Weseen of University of Nebraska, and Parke of University of 

Cincinnati, whose penetration of the subtleties of psychology 

as applied to business letter writing is simply that of wizards.” 


Bank Letters That Build Business is a collection of 


carefully construed letters, for several years held as confidential 
within the banks served, and since made available with their per- 
mission. It will stimulate effort toward a higher standard in bank 
letter-writing by all who read its wealth of examples in a knowl- 
edge of sound banking practice and sensible solicitation of new 
business. It has received appreciative foreign notice and we quote 
comment from ‘Printers’ Ink’’ of New York: 
“Here is an unusual letter book inasmuch as the contents are 


made up almost entirely of sample letters, classified according 
to their use. . . . A welcome departure.” 


USE THIS COUPON 


BANKERS PUBLISHING CO., 465 Main St., Cambridge, Mass. 


() Send me EFFECTIVE BANK LETTERS (8% x11, 283 pp.). Check enclosed $12. 


() Send me BANK LETTERS THAT BUILD BUSINESS, (8% x11, 334 pp.). Check en- 
closed $5. If desired on 5 days’ approval check here ( ). 


() Send me both books at your combination rate of $15. 
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salary paid to each employe during the 
calendar year 1936, payable only on 
that portion which is $5000 a year or 
less. 

Corn Exchange Bank Trust Company, 
New York: Two weeks’ pay to all em- 
ployes and officers of the bank except 
those who are directors. 

Merchants Bank of New York: Bonus 
equivalent to 5 per cent. of total salary. 

Bank of America, California: Bonus 
of half month’s salary to all employes 
receiving a salary of $200 or less who 
have been in the employ of the bank 
for a year or more. Those in employ 
less than a year will receive a bonus 
in proportion to length of service. 
Salaries in the higher brackets were in- 
creased on July 1 last. 

Union Bank & Trust Co., Los An- 
geles: Bonus of one-half month’s salary 
for all in employ of bank for year or 
more. Lesser sum for those with 
shorter service. 

Morris Plan Bank of Virginia: Bonus 
of two weeks’ salary to all officers and 
employes. 


Bank Equipment 


q With the records raised above the 
safe body and placed in trays that can 
be adjusted to the position that pro- 
vides the easiest reach and best visibil- 
ity for the operator, the new revolving, 
sliding tray, ledger safes just announced 
by the Diebold Safe & Lock Company 
of Canton, Ohio, are said to substanti- 
ally reduce record making costs and in- 
crease posting production. They also 
provide vertical ledger records with two- 
hour, labeled, fire protection day and 
night. 

It is said that the accessible capacity 
of these new safes is increased 100 per 
cent. because, by revolving the trays, 
the operator is never compelled to 
reach more than half-way for any rec- 
ord. Fatigue, caused by moving a 
heavy unit or extending the arms to 
unnatural lengths to reach the records, 
and straining the eyes because the light 
falls on the records from a bad angle 
or because the angle of vision is tiring 
are eliminated. 


They also eliminate the time and ex- 
pense involved in transferring records 
to and from a central vault since they 
both house and protect them on the spot 
where the records are made and used. 
They are economically adaptable to all 
vertical ledger record systems posted 
from the sitting position. They are 
built in two sizes with a selection of 
removable trays for different record 
forms available for each size. A com- 
bination lock provides operators with 


exclusive control over their ledgers and 
definitely fixes responsibility for all ac- 
counts. 

A unique method of raising the trays 
out of the well of the safe interior by 
hand, with no more effort than it takes 
to lift a famous mail order catalog, has 
been developed by Diebold engineers. 

Further information may be had 
from the manufacturers, the Diebold 
Safe & Lock Company, Canton, Ohio. 


q Unusually favorable comment has 
greeted the modern, indirect lighting 
system installed in the First National 
Bank, 2 Wall Street, New York City. 

The unique feature of this installa- 
tion is the use of the silvered bowl lamp 
in specially designed Silvray “Hamil- 
ton” units. Bank officials find that this 
system eliminates harsh glare and an- 
noying shadows which interfere with 
proper vision by personnel and clients 
alike. 

The secret of the lighting system is 
the silvered bowl mazda lamps protrud- 
ing from the center of the fixture. A 
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coat of pure, mirror silver sealed to 
the bowl of the lamp makes the bulb 
its own reflector and deflects the light 
rays to the ceiling, spreading them 
evenly over the entire room. And since 
the filament of the bulb is shielded, 
there can be no eye-straining glare. 
Heretofore, according to Silvray 
Lighting, Inc., Long Island City, N. Y., 
originators of the new idea in indirect 
lighting, an objection to the use of in- 
direct light in banks has been the re- 
flector maintenance problem. The use 
in this installation of a reflecting sur- 
face which is permanently and hermeti- 
cally sealed to the bowl of the lamp has 
completely overcome this problem. 
Failure to clean the exposed parts of 
the fixtures can have no effect on the 
light output since dust which settles on 
the luminaire cannot come in contact 
with the “sealed-in” reflector. Con- 
stant reflector efficiency is thus main- 
tained. Another attractive feature is the 
simplicity of re-lamping. There is no 
need to take the fixture apart, lower the 
bowl or handle any part of the fixture. 


The lamp is quickly and easily removed 
and inserted through the central open- 
ing at the bottom of the fixture, the de- 
sign of which it is an integral part. 


q The Recordak Corporation has in- 
stalled recently in several banks its new 
Photo-Passbook Control System, which 
is an adaptation of the Commercial 
Recordak, utilizing the accuracy of 
photography to produce “indisputable 
pictures” of savings bank depositors’ 
passbooks, together with photographs 
of the bank ledger card and of the items 
making up the deposit or withdrawal. 
It is available to commercial banks hav- 
ing thrift departments and to savings 
banks at the rental price of $30 a 
month. 


Bank Buildings 


G Activity continues in both the re- 
modeling of banking quarters and the 
erection of new buildings. Many banks 
apparently feel that building costs are 
as low now as they are likely to be in 


some time. 
are: 

Durham Loan & Trust Company, Dur- 
ham, N. C.: Work now proceeding on 
new seventeen-story building, the bank 
to occupy the first two floors and base- 
ment. Building will have 220 offices 
of average size. 

Winters National Bank & Trust Com- 
pany, Dayton, Ohio: $100,000 remodel- 
ing job now going forward, the bank’s 
quarters being enlarged to occupy the 
entire first floor area of two adjoining 
buildings. Cost will be shared by the 
bank and the owners of the buildings. 

Third National Bank, Nashville, 
Tenn.: Plans are being prepared for a 
new building to afford more spacious 
quarters for this bank. 

Bank for Savings & Trusts, Birming- 
ham, Ala.: Attractive new building re- 
cently opened. Old English interior 
fixtures in the lobby are a feature. Walls 
of the banking floor will be decorated 
with historic maps of the state. 

Sterling National Bank & Trust Com- 
pany, New York: To relieve the con- 
gestion on the main banking floor ad- 
ditional space has been taken on the 
mezzanine floor for bookkeeping and 
stenographic departments, credit files 
and special records. This is the second 
major expansion within a year due to 
increasing business. 

Texas City National Bank, Texas City, 
Tex.: Plans for a new two-story build- 
ing are being made. 

State Savings Bank, Ann Arbor, 
Mich,: An expansion program to double 
the present space has been announced. 
Plans include an air conditioning sys- 
tem and a new enlarged vault. 

Orting State Bank, Orting, Wash.: 
This bank has recently moved into a 
new building that is deemed about as 
near burglar, bullet and robbery proof 
as it is possible to construct. With a 
frontage of about twenty-five feet and 
a depth of about sixty feet, the building 
has but one outside door and is con- 
structed entirely without windows in its 
banking room walls. Ventilation is 
supplied by air conditioning and the 
building is lighted by skylights pro- 
tected by iron gratings. The interior 


Among recent operations 
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of the building, like the exterior, would 
seem to be impregnable. The main 
lobby is walled from floor to ceiling 
with lathe and plaster over a steel lining 
calculated to withstand rifle fire. The 
only openings in the wall surface are 
the tellers’ windows, which are bullet- 
proof installations and a lookout win- 
dow, facing the door, and commanding 
a full view of the entire lobby floor. 


Bank Loans 


q Not many years ago larger industrial 
and business interests in North Carolina 
were not always able to get the proper 
amount of financial accommodation for 
their needs unless they went to New 
York, Baltimore or Richmond, Va. But 
now legitimate business and industry 
do not have to “leave home” to get ac- 
commodations for their needs for ex- 
pansions, or other needed developments, 
for they can get it right in the bounds 
of the “Tar Heel” state, according to 
Robert M. Hanes,’ president of the 
Wachovia Bank & Trust Company, 
Winston-Salem, N. C., in a series of 
statements being featured in the local 
press, 


q The volume of open-market commer- 
cial paper outstanding increased in 
October to $198,800,000 from $197,- 
300,000, the Federal Reserve Bank of 
New York reported. The October 31 
figure compares with one of $180,000,- 
000 a year ago. The peak in recent 
omg was $205,200,000 on August 31 
ast. 


Bank Earnings 


Stockholders of the Bank of the Man- 
hattan Company, New York, met De- 


cember 1. Reported Board Chairman 
J. Stewart Baker: 

“The actual earnings for the first 
nine months and the estimated earn- 
ing for the last three months indicate net 
operating earnings for the ear 1936 of 
approximately $4,000,000 which is $1,- 
000,000 in excess of the present annual 
dividend requirement. This compares 
with $3,742,000 for the year 1935.” 


Regarding the interest rate, he said: 
“In 1935 the average rate received on 
loans and securities was. 2.05 per cent. 
So far this year it has averaged 2.19 
per cent. For the first three months 
the average rate was below that of last 
year, but during the last six months 
there has been a steady improvement.” 


q The Guaranty Trust Company of New 
York is paying a quarterly dividend of 
3 per cent. for the quarter ending De- 
cember 31. 


q The Tradesmens National Bank and 
Trust Company, Philadelphia, paid an 
extra dividend of $2 per share on De- 
cember 15. 


@ Concerning the problem of bank 
earnings the Bulletin of the West Vir- 
ginia Bankers Association says in a re- 
cent issue: 

“Recent banking surveys in several 
states have disclosed that the avenue of 
greatest gross income for banks, com- 
mercial loans, has shrunk to approxi- 
mately one-half its former level; and 
further, that the possibility of increas- 
ing this form of earnings to any ma- 
terial extent for the present is not prac- 
tical. This condition is reflected in our 
own state from a partial survey limited 
to a few of our larger banks now under 
way and the necessity of securing sound 
profitable outlets for loanable funds in 
new fields is almost an imperative ne- 
nessity if banks are to earn a decent 
return for their stockholders. This 
condition above mentioned coupled 
with the present low return on Govern- 
ment securities makes the gross earning 
statement of the average bank too low 
to provide adequate dividend return 
and to provide the kind of service now 
demanded by the public from our banks. 

“Alert bankers are now looking over 
the various possibilities of development 
in their local areas with the view of 
using idle funds to promote sound en- 
terprises which will become outlets for 
loanable funds. Some are developing 
small loan departments with some de- 
gree of success; mortgages under FHA 
Title II are being promoted by others; 
appliance paper is being purchased by 
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others; and various other avenues of 
new business are being developed and 
promoted that promise to materially 
increase gross revenues. On the other 
hand, better bank management in han- 
dling expenses and other outlays often 
develops ways and means of affecting 
substantial savings without the reduc- 
tion of necessary services of the bank. 
On the whole bankers are making a 
serious study of their profession and 
their local opportunities which is cer- 
tain to be reflected in better earn- 
ings and better public relations in the 
future.” 


Branch Banking 


q The Journal of Commerce of New 
York sees a national trend towards 
branch banking and larger scale opera- 
tion in banking and states in a recent 
editorial: 

“The perennial branch banking con- 
troversy is scheduled to flare up anew 
at the forthcoming session of Congress. 
. . . Chairman Eccles of the Board of 
Governors of the Federal Reserve System 


is reported ready to urge ‘trade area’ 
branch banking by national banks, a 
proposal favored in the past by several 
Comptrollers of the Currency. On the 


other hand, aggressive unit bankers 
have reiterated their intention to oppose 
with all their influence further liberal- 
ization of branch banking legislation. 

“At the time of the bank crisis in 
1933 there was considerable support 
for the lifting of restrictions against 
branch banking as a partial solution 
of the bank failure problem. Since 
small unit banks had accounted for a 
very large percentage of total failures, 
the concentration of the banking busi- 
ness of the country into a limited num- 
ber of strong institutions with numer- 
ous branches, along lines that proved 
so successful in Great Britain and 
Canada, was urged here. However, 
Federal deposit insurance and RFC 
purchases of bank stocks were relied 
upon instead to solve the bank failure 
problem, and the determination of the 
extent to which branch banking would 
be allowed was left to state laws. 


“Several reasons account for the 
bringing forward of this issue again at 
this time. In the first place, the very 
low level cf interest rates increases the 
difficulty of operating a small bank 
profitably. Wider resort to branch 
banking would permit a reduction in 
overhead and operating expenses per 
dollar of deposits, and so place upon 
a sounder economic basis the furnishing 
of banking service to smaller commu- 
nities, proponents of branch banking 
assert. 

“In the second place, the actuarial 
basis of Federal deposit insurance is 
not such as to assure its successful op- 
eration over an indefinite period of 
time. If losses from bank failures will 
be anything like as heavy in the future 
as they have been in the past, the pres- 
ent rate of assessment levied upon in- 
sured banks is far from adequate. This 
fact tends to make Government officials 
responsible for banking regulation par- 
tial to branch banking, as a means of 
reducing the danger of bank failures 
for the future. 

“A third factor that causes national 
banking authorities to be interested in 
a further extension of branch banking 
across state lines at this time is the 
artificial character of the state border 
as a limit for branch banks. In many 
cases districts in adjoining states are 
closely related economically. If branch 
banking is authorized at all, therefore, 
there is much to be said for defining 
‘trade areas’ within which banks will be 
allowed to open branches. 

“In the face of severe legal restric- 
tions, branch banking has made gradual 
progress. Suitable measures must be 
taken, in this process, to protect exist- 
ing sound unit banks from undue en- 
croachment by branch banks, as well as 
to prevent a scramble for more branches 
by existing institutions. Where such 
safeguards are taken, the inevitable 
trend toward larger scale operation in 
banking, as in other industries, should 
prove beneficial.” 


q The Union & New Haven Trust Com- 
pany, New Haven, Conn., plans to open 
shortly a branch bank in Hamden, 
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Conn. This will be its second branch 
in the vicinity of New Haven. 


qA merger between the Banco di 
Napoli Trust Company and the Bank 
of Sicily Trust Company, New York, is 
expected shortly. The majority stock in 
both banks is owned by their parent 
banks in Italy, both of which are con- 
trolled by the Italian government. 


q Effective December 28, the business 
of the Sixth Wisconsin office of the 
First Wisconsin National Bank, Mil- 
waukee, was transferred to the main 
office. At the same time, the Sherman 
Park branch was combined with the 
North avenue office, W. North avenue at 
N. Thirty-fifth street. These consolida- 
tions were approved by the board as a 
further step toward more efficient branch 
office service and more economical op- 
eration, eliminating unnecessary dupli- 
cation of banking facilities. 


qThe American Trust Company, San 
Francisco, has recently opened a branch 
office at Redwood City, county seat of 
San Mateo County, California. This 
is the newest addition to American 
Trust Company’s offices which radiate 
from San Francisco to the most popu- 
lous parts of Northern California. 


Banking Research 


q For the purpose of furthering bank- 
ing research and education the income 
from $250,000 of the A. B. A.’s Educa- 
tional Foundation has been set aside 
for a special piece of work in trust busi- 
ness, it was recently announced by 
President Tom K. Smith. The work will 
be under the direction of Gilbert T. 
Stephenson of Wilmington, Del. The 
trust field was selected “because trust 
institutions are limited in number in 
comparison with the total membership 
in the association and we can work 
more intensively in a smaller field.” 


{Research activities of the New Jersey 
Bankers Association will be under the 


direction of Prof. James G. Smith of 
the economics department of Princeton 
University. 


q “Organized research, without politics 
or bias is a responsibility of the bank- 
ers’ associations,” declared Prof. Ivan 
Wright of the University of Illinois in 
a recent statement. “Despite many 
similarities,” he said, “the money, 
credit and financial problems of today 
are very different from the problems of 
a few decades back. Nor will a solu- 
tion of the problems of today settle the 
problems for a decade hence. Conse- 
quently, up-to-date research in monetary 
problems should be a continuous and 
forward-looking process.” 


q Dr. Harold Stonier, National Educa- 
tional Director of the A. I. B., is a firm 
believer in banking research but be- 
lieves that it is “questionable whether 
banking, in carrying on research in our 
field of endeavor, can adopt the methods 
used by industry. When motors are 
built,” said he, “the product is some- 
thing tangible; when a bank is built, 
the product is intangible. To my mind 
this fundamental fact has great implica- 
tions when considering the methods of 
research to be used in these fields, the 
ultimate objective of which is to im- 
prove the service of each. Whether the 
work we do along this line in banking 
is research in a technical sense is yet 
to be determined, and the technique of 
such research and disseminating the 
results of it in the field of banking is 
yet to be determined.” 


Bank Failures 


q According to the annual report of the 
Comptroller of the Currency for the 
year ended October 31, 1935, there 
have been since 1912, 1953 national 
bank suspensions involving deposits of 
$1,757,131,821. The last big year for 
suspensions was 1933 when there were 
438 involving $781,769,809 in deposits. 
In 1934 there was only one and in 1935 
only four. The figures are based on a 
fiscal year ending on October 31. 
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Figures 

@ According to a survey made by the 
Toledo Blade the five commercial banks 
in Toledo, Ohio, have gained $25,983,- 
013 in deposits in the last 12 months, 
carrying total deposits to $112,579,508 
at the close of business September 30. 


@ The National Association of Super- 
visors of State Banks keeps tabs on 
both national and state institutions and 
watches the progress of the two sys- 
tems with a comparative eye. At this 
organization’s recent convention Secre- 
tary-Treasurer R. N. Sims released the 
following information: 

“On June 30, 1936, there was a total 
of 15,996 banks, of which 10,622 were 
state banks, and 5374 were national 
banks, and in round numbers a total 
capital, surplus and undivided profits 
of $8,489,333,364; total deposits of 
$58,473,715,957, and total resources of 
$67,305,591,227. Total capital, sur- 
plus and undivided profits of all banks 
were $1,048,684,738 above; total de- 
posits of all banks were $7,035,486,- 
894 above, and total resources were 
$6,872,368,776 above figures of June 
29, 1935. 

“On June 30, 1936, in round num- 
bers, the capital, surplus and undivided 
profits of the state banks were $5,475,- 
526,364, and of the national banks $3,- 
010,807,000, showing the capital re- 
sources of the state banks to be 82 per 
cent. in excess of the national banks. 
The deposits of the state banks were 
$32,273,262,957, and of the national 
banks $26,200,453,000, showing the de- 
posits of the state banks 23 per cent. 
in excess of the national banks. The 
total resources of the state banks were 
$37,602,752,227, and the national banks 
$29,702,839,000, showing the resources 
of the state banks 27 per cent. in excess 
of the national banks. 

“It is significant that during the year 
ending June 30, 1936, there was a total 
increase in the loans and discounts in 
all of our banks of only $329,000,000, 
and during the same period an increase 
in the bonds, stocks and securities of 
$3,693,000,000, being an increase of 
$1,927,000,000 in the state banks and 


$1,766,000,000 in the national banks. 
The holdings of Government securities 
by our banks are large. 

“Total resources of all member Fed- 
eral Reserve banks on June 30, 1936, 
were $46,587,839,000. 

“Total resources of the 5374 national 
banks on June 30, 1936, were $29,702,- 
839,000, or 64 per cent. of total; an 
average of $5,527,137 per bank. 

“Total resources of the 1032 state 
member banks June 30, 1936, were $16,- 
885,000,000, or 36 per cent. of total; 
an average of $16,361,434 per bank.” 


q As shown by the Annual Report of 
the Comptroller of the Currency for the 
year ended October 31, 1935, the num- 
ber of all active banks in the United 
States declined from a total of 22,071 
on or about June 30, 1931, to 16,053 
at the same time in 1935. During this 
period there was a drop in aggregate 


resources of about $10,000,000. 


Bank Stocks 


@ New York City bank stocks closed 
the final day of the year up strongly 
from the previous week’s closing levels, 
according to records compiled by Hoit, 
Rose & Troster. The aggregate market 
value of 16 leading issues on Decem- 
ber 31 totaled $1,934,511,000 compared 
with $1,856,260,000 at the close of the 
previous week, an increase of $78,251,- 
000, or 4.22 per cent. This figure 
represents an increase of $60,414,000 
over the aggregate market value of 
$1,874,097,000 recorded on Jan. 3, 
1936, and compares with the high for 
the year of $2,089,234,000, registered 
on August 7, and the 1936 low of $1, 
992,855,000 reached on April 30. 

The current average yield of the 16 
issues of 3.40 per cent. compares with 
a yield of 3.54 per cent. on December 
24. The current market value is now 
1.45 times the known book value, 
against 1.39 times at the close of the 
previous week. Based upon current 
figures the 16 issues are now quoted at 
an average of 20.3 times their known 
earnings, compared with 19.5 times on 
December 24. 
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Correspondent Banks 


qWriting in The Southern Banker 
Harold J. Heck urges banks to analyze 
their correspondent bank accounts to 
determine the benefits received. Tangi- 
ble and measurable benefits are three- 
fold, he says, interest received, savings 
from use of exchange and collection 
services and savings from use of check 
collection service. An analysis of the 
returns from these three factors will 
show that some accounts are much 
more profitable than others. Of course 
there are other less tangible benefits 
such as borrowing privileges, introduc- 
tion of depositors moving from one city 
to another, credit information and in- 
vestment inquiry service. All these 
factors should be considered but banks 
that make an analysis are able to base 
their decisions on facts rather than 
guesswork or purely sentimental factors. 


Deaths 


Joseph C. Hecker, second vice-presi- 
dent of the Chase National Bank at the 
Hamilton Trust Branch in Brooklyn, 
N. Y., died last month. 

Mr. Hecker was born in Brooklyn 
and graduated from Boys High School 
in 1897, In the same year he joined 
the Hamilton Trust Company as a 
stenographer and would have completed 
forty years of service next June. He 
was appointed an assistant secretary in 
1908, and after the company’s merger 
with the Metropolitan Bank in January, 
1921, was appointed assistant cashier. 
When the Metropolitan was merged 
with the Chase National Bank later in 
the same year, he was elected manager 
of the branch and in 1932 was ap- 
pointed second vice-president. 

Mr. Hecker was president of the 
board of trustees and superintendent of 
the Sunday school of St. Paul’s Lu- 
theran Church in Brooklyn. He was a 
member of the Lutheran Society of New 
York, the Anglo-Saxon Lodge F. & 
A. M., and the Crescent Athletic Club. 

Surviving are his widow, Mrs. Adele 
Krusa Hecker, two daughters, Mrs. 


Allyn Cuthill and Marian, and a son 


Carl. 


q Arthur W. Loasby, chairman of the 
board of the First Trust and Deposit 
Company, Syracuse, N. Y., a director 
of the Chemical Bank and Trust Com- 
pany of New York City, and vice-presi- 
dent, chairman of the executive com- 
mittee and director of the National 
Distillers Products Corp., died on No- 


vember 24. 


Mr. Loasby, who was 60, had been 
for years an officer and director in many 
corporations, including the Denver & 
Rio Grande Western Railroad, Gold 
Dust Corp., Twentieth Century-Fox Film 
Corp. and the Western Pacific Railroad. 

He was a native of Rochester, N. Y., 
and was educated in the public schools 
of New York City, attending City Col- 
lege. 

In 1920 he headed the Equitable 
Trust Company of New York, becoming 
chairman of the board when that or- 
ganization merged with the Seaboard 
National Bank of New York in 1929. 


@ Moreau Delano, member of Brown 
Brothers, Harriman & Co., dted on De- 
cember 4 at the age of 60. 


Mr. Delano had been a partner in 
the New York banking firm since 1907 
and was connected with many business 
enterprises. Among the corporations 
of which he was a director were: the 
American Bank Note Co., Atlanta & 
Charlotte Air Line Railway, Locust 
Mountain Coal Co., Pine Hill Coal Co., 
and U. S. Guaranty Co. 


q Carl W. Wenger, vice-president and 
secretary of the Marine Midland Group, 
Inc., Buffalo, N. Y., died on November 
28 at the age of 45. He entered the 
service of the old Marine National 
Bank soon after completing his course 
in the University of Buffalo. He had 
been an official of the Marine Midland 
group for several years. He gave lec- 
tures on banking practice in the Uni- 
versity of Buffalo and before various 
chapters of the American Institute of 
Banking. 
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Deposit Insurance 


q Tabulation of summaries of deposits 
submitted by 14,085 insured commer- 
cial banks reveals that on May 13, 
1936: 

1. In the majority of states between 
95 per cent. and 100 per cent. of all 
commercial banks were insured by the 
Federal Deposit Insurance Corporation. 
In only nine states were less than 90 
per cent. of commercial banks insured; 
Kansas, with 64 per cent., had the low- 
est ratio. There were in the United 
States only 1075 non-insured commer- 
cial banks, principally private banks 
and other institutions, many of which 
are not eligible for admission to in- 
surance. 

2. Deposits in insured commercial 
banks amounted to $45 billion, of which 
$19.5 billion, or 43 per cent. were in- 
sured. (On October 1, 1934, deposits 
of 14,060 insured commercial banks 
amounted to $36 billion, of which $15.6 
billion, or 43.5 per cent. were insured.) 

3. Insurance coverage varied accord- 
ing to size of bank. In 13,204 banks, 
with deposits of not more than $5,000,- 
000 each, comprising 93 per cent. of 
all insured commercial banks, the aver- 
age insurance coverage was about 78 
per cent. In 109 banks with deposits 
of over $50,000,000 each, approxi- 
mately 25 per cent. of deposits were 
insured. These 109 banks held more 
than one-half of total deposits of all 
insured commercial banks and almost 
one-third of all insured deposits. 

4. Insurance coverage varied accord- 
ing to type of deposit. Demand and 
time deposits of the general public, 
amounting to $32 billion were 55 per 
cent. insured. The $13 billion of other 
deposits, consisting chiefly of deposits 
of other banks and of governmental 
bodies were 12 per cent. insured. 

5. The per cent. of total deposits in- 
sured in individual states ranged from 
85 per cent. in Vermont to 22 per cent. 
in New York. The low coverage re- 
ported in some states was due to the 
concentration of deposits in a few large 
banks holding large proportions of un- 
invested trust funds, United States Gov- 


ernment and other public funds which 
are largely secured by pledge of col- 
lateral or by preferment, and of inter- 
bank deposits. The proportion of. de- 
posits of the general public protected 
by insurance ranged from 88 per cent. 
in North Dakota and Vermont to 30 
per cent. in New York. 

6. The banks reported a total of 57 
million accounts, of which 56 million, 
or 98.4 per cent., were accounts with 
balances not exceeding $5000, the 
maximum insurance for each depositor. 
The per cent. of accounts with bal- 
ances of $5000 or less ranged from 
99.2 per cent. in the Dakotas and West 
Virginia to 97 per cent. in New York. 

In actual practice, deposit insurance 
has fully protected 99.5 per cent. of 
84,687 depositors in the 70 insured 
banks placed in receivership between 
January 1, 1934, and October 31, 1936. 
Total deposits in these banks were $19.6 
million of which 72 per cent. were in- 
sured, an additional 14 per cent. being 
protected by security, preferment, or 
counter-claims. Varying proportions 
of the remaining 14 per cent. are being 
realized from liquidation of the closed 
banks’ assets. 


Education 


q “The Bank Man,” published by the 
Chicago Chapter A. I. B., comments on 
the need of bank education in a recent 
issue as follows: 

“Who, if not the banker, should 
know everything about banking? 
Everything about banking does not 
mean simply how to negotiate a loan; 
how to acquire a checking account; 
how to cash a check or make a collec- 
tion; but the philosophy of the busi- 
ness, its economic function, its excuse 
for being. 

“The solution will be found in study. 
There are some profound scholars in 
the banking business. There should be 
more of them. If the practical details 
of bank operation do not require such 
knowledge, the necessity for continuing 
banking as a productive enterprise does 
—banking has always been on the de- 
fensive, and always must be. More- 
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over, banking must move with the de- 
velopments of the times and it is better 
that change should come naturally from 
within, than being enforced from with- 
out. 


“The pride of the banker, if not the 
practical realities of the customary de- 
cisions he must make, requires him to 
understand all of the implications of 
the things he does, and the effect of 
proposals for change. 


‘History supplies an answer to many 
of his problems. Most of the expedients 
for remedying this or that by further 
regulation of the banking mechanism, 
or by tampering with money, are not 
new. They are new only to the pro- 
ponents. History will furnish the 
banker with the information he needs 


to answer them with intelligence and 
conviction. 


“Good reading is a sound method. 
There are many books on banking and 
some of them are of absorbing interest. 
There is a great deal of trash too, and 
the banker must learn to discriminate. 
If he has not had a few semesters of 
money and banking in college, that sort 
of class will save him much time and 
misdirected effort. 

“We recommend classes and the 
building up of a library, a personal 
library. The Chapter library and the 
public libraries will be useful, but it 


is the books a man owns that he comes 
to know.” 


q The executive committee of the North 
Carolina Bankers Association, at a re- 
cent meeling, adopted the recommenda- 
tion of its hank research committee for 
the establishment of a two-weeks’ school 
for bankers to be held at the University 
of North Carolina during the second 


period of the summer school in July, 
1937. 


Courses in banking and economics 
will be taught in classes held each 
morning for five days in each week. 
The afternoons will be given over to 
recreation and to the opportunity of 
better personal acquaintanceship. Each 
evening an address on some subject re- 
lating to hanking or business will be 


delivered by some leading authority 
from outside the state. 

It is planned that the classes shall 
be taught by instructors in financial 
subjects in the University of North 
Carolina and other schools and by lead- 
ing bankers in the state. Written ex- 
aminations will not be required but 
there will be ample opportunity for 
the asking of questions and for general 
discussions. There will also be demon- 
strations of actual banking practices. 

The school will be open to officers, 
directors and employes of banks as well 
as to those engaged in the study of 
hanking and economics in the colleges 
and universities of the state. Dormi- 
tories will be provided, so that those 
in the school can live on the campus 
and the cost of rooms, meals and in- 
struction will be very nominal. 


Interest Rates 


q An early upturn in interest rates was 
predicted by Dr. Edwin Kemmerer of 
Princeton University, at a convention 
of American Finance Companies. 

“The many powerful inflationary 
forces set into operation during the 
last few years that will push up the 
price level,” said he, “have not yet 
gotten into full effect, and we are now 
in the temporary period of monetary 
and credit glut and resulting low inter- 
est rates (like that of 1915), which 
usually precedes a strong upward 
movement of commodity prices—a 
movement that is followed in turn by 
advancing interest rates. 

“When there is a strong upward 
movement of commodity prices under 
the impact of inflationary forces no 
cheap money policy on the part of the 
Government can prevent a rise in inter- 
est rates; as well try by Executive or- 
der to prevent the tides from responding 
to the gravitational pull of the moon. 
At such times a cheap money policy en- 
conrages a flight from the dollar and 
rapid price advances, and in doing so 
aggravates the rise in interest rates. 

“From the standpoint, therefore, of 
economic theory and financial history, 
the evidence, I believe, is strong that 
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this country, in the not distant future, 
will experience a period of rising in- 
terest rates. Anything approaching an 
exact timing of this rise, however, is 
impossible because it will depend not 
only upon economic forces but upon 
such intangibles as movements in mass 
psychology, on confidence and on poli- 
tics, both at home and abroad. 


“There is rightly considerable un- 
easiness among bankers and investors 
in general as to the likelihood of the 
advances in interest rates, when they oc- 
cur, taking place rather rapidly. The 
volume of securities with low interest 
yields and long maturities, particularly 
of Government securities, now being 
held very uneasily, is large. 

“A substantial rise in interest rates 
means a substantial decline in the mar- 
ket values of bonds with long maturi- 
ties. A rise in the market rate of in- 
terest from 314 per cent. to 414 per 
cent., for example, would be expected 
to cause a decline of 8 per cent. in the 
value of a bond due in ten years (with 
interest payable semi-annually) and of 
about 13 per cent. of one due in 20 
years.” 


Bank Investments 


q The principles of successful portfolio 
management were discussed as follows 
by O. P. Decker, vice-president, Amer- 
ican National Bank and Trust Company 
of Chicago at the Second Banking Con- 
ference of the University of Illinois: 


“To successfully solve these prob- 
lems,” Mr. Decker said, “it seems to 
the writer of this paper that three prin- 
ciples of bank portfolio management 
must be assumed: (1) A bank’s secu- 
ity portfolio should consist of two port- 
folios: (a) a portfolio held for second- 
ary reserve purposes, and (b) a port- 
folio held for permanent investment 
purposes. (2) A bank should not at- 
tempt to operate either its secondary 
reserve portfolio or its investment port- 
folio for the avowed intention of earn- 
ing more than an interest return from 
that portfolio, and (3) a bank should 
so allocate its reserves that it will be 


able at all times to liquidate both its 
secondary reserve and its investment 
portfolios without affecting its capital 
structure. Experience has proven these 
three principles to be sound. The real 
problem of portfolio management is to 
obtain an interest return adequate for 
an institution, and not violate these 
principles. 

“Personally, I feel that the recent 
trend of interest rates leaves only one 
course open to a banking institution in 
the handling of its security portfolio, if 
the account is to be so handled that at 
no time its disposition might possibly 
impair the capital funds of the institu- 
tion. This course involves three major 
courses of action: 

“(1) To keep the security portfolio 
composed of bonds of as near term ma- 
turity as possible. How near term they 
can be will vary from institution to in- 
stitution as needs of various institutions 
for income vary, but in no case need 
the portfolio include bonds of more 
than ten-year maturity. As of the date 
of the preparation of this paper, U. S. 
Treasury 3s, optional June 15, 1946, a 
period of slightly more than nine and 
one-half years, can be bought to yield 
2.2 per cent., whereas Treasury 2%4s, 
optional Sept. 15, 1956, a maturity 
over ten years longer, can be bought to 
yield only 2.6 per cent., .4 of 1 per cent. 
increased return for a maturity twice 
as long. 

“(2) A provision for the reduction 
of premiums faster than is required by 
the ruling of the Comptroller of the 
Currency. 

“This may be done either by (a) 
taking into earnings an interest return 
less than the yield of the bonds to ma- 
turity, or first call date; (b) arbitrarily 
reducing the quantity of unamortized 
premiums by charges to undivided 
profits, or (c) arbitrarily earmarking 
a portion of the general reserve for con- 
tingencies for such a purpose. Any 
one of these methods may accomplish 
the necessary result, namely, a_pro- 
vision for the reduction of the premium 
on securities so as to prevent a loss of 
eapital funds through a change in the 
general level or rates which will cause 
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a change in the market value of the 
securities owned. 

“(3) The building up of a special 
reserve for contingencies or the ear- 
marking of a portion of the general re- 
serve for contingencies to guard against 
the effect of the changes in the trend of 
interest rates on a bank’s portfolio. 
Bonds, with their ready market, offer a 
banking institution the opportunity to 
dispose of an undesirable investment 
such as is not possessed by a loan, and 
a reserve to provide for variations in 
price at the time of disposition is as 
essential as a reserve for contingencies 
on loans.” 


Changes 


qOn January 2 the former Harbor 
State Bank, New York, became the Pan 
American Trust Company specializing 
in international banking, particularly 
in Latin-America. The head office is 
located at 52 William street and a 
branch office at Fourth avenue and 
Ninth street. Capital was recently in- 
creased from $200,000 to $600,000, and 
surplus from $25,000 to $125,000 with 
undivided profits at $30,000. This 
bank has taken over the general busi- 
ness of the agency of the National Bank 
of Mexico and that office will function 
in the future more in a representative 
capacity than otherwise. 


Mortgages 


qj Investment funds going into urban 
mortgages is increasing and 1936 saw 
the country’s total mortgage debt on 
one-to-four family urban homes rise to 
around eighteen and a quarter billion 
dollars with nearly one-fourth of this 
amount held by private individuals for 
investment, according to a study made 
by the Mortgage Bankers Association 
of America. This figure compares with 
an estimated seventeen and _three- 
quarter billion dollars in 1934 and 
twenty-one billion dollars in 1931. 
‘With continuing business recovery 
and home building the trend back to 
urban mortgages as investments is un- 
mistakable,” said George H. Patterson, 


JOHN B. GLENN 


President, Pan-American Trust Co., 
New York 


association secretary. “That it will be- 
come more and more pronounced dur- 
ing the next few years seems only 
logical because such a large part of 
the present housing shortage over the 
country is in the one-to-four family 
dwellings, particularly in single-family 
houses. Prior to the twenties, mort- 
gages were given first consideration by 
more investors than any other single 
type of investment and today it appears 
that the trend is slowly turning back 
this way. The importance of urban 
mortgages in the nation’s debt structure 
today can be seen from the fact that 
they amount to around one-half of all 
non-farm mortgage indebtedness. 

“At the end of this year private in- 
dividuals will probably own nearly a 
fourth of all urban home mortgages, 
being surpassed only by the savings 
and loan associations and the banks, 
including the mutual savings institu- 
tions. A recent estimate showed sav- 
ings and loan associations holding more 
than 23 per cent. of all urban home 
mortgages, banks nearly 21 per cent., 
individuals more than 21 per cent., life 
insurance companies more than 12 per 
cent., with the rest distributed among 
government agencies, mortgage and 
title and trust companies. 

“With the present housing shortage 
probably equivalent to two or three 
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years’ normal construction, and various 
estimates as to how many new homes 
the country needs running from 300,000 
to as high as the American Federation 
of Labor’s figure of 1,320,000 each 
year, the urban home mortgage is due 
to again become one of the country’s 
most important investment vehicles. It 
is possible that thousands who placed 
their investment funds largely in the 
stock market during the. past two dec- 
ades are again concentrating upon city 
real estate mortgage investments today. 
More than 90 per cent. of all real es- 
tate loans of the savings and building 
and loan associations today are con- 
centrated in mortgages on one-to-four 
family urban homes, more than 40 per 
cent. of those held by banks, 50. per 
cent. of those held by mutual savings 
banks and more than 25 per cent. of 
those held by the life insurance com- 
panies. 

“While life insurance companies and 
large financial institutions have always 
judged the owner-occupied home as the 
best possible risk for a loan, events of 


the past decade have combined to give 
private investors today a greater ap- 
preciation of this type of investment.” 


q A rise in the percentage of mortgage 
loans to total resources and a corre- 
sponding decrease in the percentage of 
real estate owned shows in the consoli- 
dated balance sheets of several hundred 
representative savings and loan associa- 
tions as of November 1, compared with 
like date of 1935. Officials of the 
United States Building and Loan 
League citing these developments point 
to the turning of the tide which is there 
represented and thus the undoubted 
joining of the recovery parade by the 
thrift and home financing institutions. 

Sixty-seven per cent. of association 
resources were in mortgage loans at 
the end of 1936, according to this rep- 
resentative group of balance sheets as 
compared with 65 per cent. a year ago. 
Conversely, the percentage of real es- 
tate owned has decreased from 19 to 17 
per cent. while reserves allocated to this 
latter item have been steadily mounting. 

The up-turn in mortgage loans dur- 


ing the year has gained back more than 
half the ground lost in 1935 when de- 
flation was still in process in real es- 
tate lending, and thus a firm footing 
for the upward movement seems to be 
established. 

The turning point as far as the bal- 
ance sheets of these associations are 
concerned was around July and August 
of 1936, with the steadily mounting 
total of new home loans granted month 
by month playing a large part in chang- 
ing the makeup of association balance 
sheets. 

Looking at the liabilities side of the 
financial statement the league finds 
capital derived from small savers on a 
systematic month by month plan about 
twice as large as that from sharehold- 
ers who have larger sums and derive 
cash dividends from them, the ratio 
having shown little change in the past 
twelve months. The percentage of 
funds from systematic savings is ex- 
pected to increase with the growing 
ability of workers to set aside some- 
thing for the future out of their in- 
creased wage earnings. The savings, 
building and loan associations have for 
more than a century had their special 
appeal for the low income groups and 
had been in operation for fifty years or 
so before any substantial funds from 
other sources, such as larger lump sum 
investments, played any part in their 
source of capital, it is recalled. 


@ Home mortgage loans made by the 
savings, building and loan associations 
in October reached the five-year high 
of $122,328,000, according to figures re- 
leased recently by the United States 
Building and Loan League, on basis of 
reports from associations representing 
35 per cent. of the entire resources of 
such institutions. The total disbursed 
to approximately 55,000 different fam- 
ilies represents a gain of 5.8 per cent. 
over September and of 3.8 per cent. 
over October a year ago. 

Morton Bodfish, executive vice-presi- 
dent of the league, calls special atten- 
tion to the 10,900 new homes which 
were built during the month with the 
aid of savings and loan financing, point- 
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ing out that the average construction 
loan was about $3171, considered a 
definite indication that building revival 
to date has been well within the range 
of the broadest market for homes, the 
small income group. 

Comparing the lending activities of 
the associations this October and a year 
ago, the league executive sees the most 
spectacular change in the percentage of 
the total going into new construction 
loans. Other purposes for which sav- 
ings and loan advances are listed are 
refinancing, modernization and home 
purchase loans. October disbursements 
for new home building mounted up to 
$34,804,000, an increase of 24 per cent. 
over the volume of such financing the 
same month in 1935. This sum also 
represented the second highest month 
of construction loans in 1936 by the 
savings and loan associations, yielding 
to the September record by a margin 


of only $50,000. 


An auspicious start for this last quar- 
ter of the year in loans made for the 
buying of existing houses is also seen 
in the analysis of the month’s disburse- 
ments. These institutions supplied $42,- 
000,000 to finance home purchases, a 
97 per cent. gain over the volume in 
October, 1935, judged by the savings 
and loan leaders to be an indication 
that real estate activity is in general 
around 57 per cent. better than it was 
in the fall of last year. Comparing 
the average monthly volume of home 
purchase loans for the third quarter of 
1936 with the October disbursements, 
they judge that present activity in resi- 
dential sales is about 24 per cent. ahead 
of where it was in the summer and 
early fall. 

“Construction loans account for 28.7 
per cent. of savings, building and loan 
October activity, but vary widely ac- 
cording to geographical location of the 
institutions,” said Mr. Bodfish. “This 
is no doubt due partially to climate con- 
ditions and partially to the varying de- 
grees of recovery being experienced in 
the different areas.” 

The Home Loan Bank district com- 
prising California, Nevada and Arizona 
shows the highest percentage of October 


loans going into new construction fi- 
nancing, 47 per cent. Other districts 
where the percentage of construction 
loans was higher than the average for 
the country include that comprising 
Arkansas, Louisiana, Mississippi, New 
Mexico and Texas, 40 per cent. in con- 
struction loans; that comprising New 
York and New Jersey, 38 per cent. and 
that including Washington, Oregon, 
Idaho, Montana, Utah and Wyoming, 
30 per cent. 


Advertising 


@ The Harvard Trust Company, Cam- 
bridge, Mass., has published, under one 
cover, six booklets written for it by a 
Cambridge business man, with the col- 
lective title, “My Experience as Ex- 
ecutor.” 

In the new publication the six former 
booklets serve as chapters. The story 
is that of a business man who executed 
the will of his deceased partner, the 
problems he faced and the manner in 
which he solved them. 


New Banks 


G Announcement is made of the open- 
ing of the American Bank and Trust 
Company in Miami, Fla., to meet the 
steadily growing need for additional 
banking facilities in that city. The new 
bank has a capital of $200,000 and 
paid-in surplus of $50,000, and is a 
member of the Federal Deposit Insur- 
ance Corporation. Its quarters are in 
the Safe Deposit Building, ownership 
of which the bank will acquire. 

N. A. Rosen, formerly a New York 
investment broker, is chairman of the 
board, and other officers of the bank 
include Leo Robinson, president; Rufus 
H. Daniel, vice-president and cashier; 
Hyman Shapiro, vice-president, and J. 
T. Carter, treasurer. The board in- 
cludes, besides these officers, Dr. S. E. 
Chambers, George M. Corrigan, H. J. 
Silverman, W. P. Mooty, J. M. Lipton 
and Henry D. Williams. 

Under the charter issued by the state 
of Florida last August, the new institu- 
tion has the privilege to do a general 
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banking and trust business. It will re- 
ceive both commercial and savings ac- 
counts. A personal loan department 
will be established to make loans in 
amounts from $60 to $2000 on a 
monthly repayment plan. 


Conventions 


q Three forum discussion conferences 
for bankers will be held early in 1937 
under the auspices of the American 
Bankers Association. The first meeting 
takes place in Pittsburgh, January 28 
and 29, at the William Penn Hotel. 

Portland, Oregon, will be host to the 
second on February 25 and 26, with 
sessions at the Masonic Temple and 
headquarters at the Hotel Portland. 
The third conference is scheduled for 
Atlanta, Georgia, March 25 and 26, at 
the Atlanta-Biltmore Hotel. 

The purpose of these gatherings is to 
provide opportunity for an exchange of 
ideas on current banking methods and 
practices. 

The programs of the three meetings, 
now in preparation, will bring out what 
banks are doing and can do toward 
meeting that problem, it is stated. Sub- 
jects for discussion will include bank- 
ing studies and research. 

President Smith has made activities 
in these fields one of the major objec- 
tives of his administration, defining re- 
search as “the effort to find out what 
we should do when we cannot keep on 
doing what we have done before,” the 
conference announcement says. It quotes 
him further to the effect that “we must 
now take stock of our resources and de- 
termine how in this rapidly changing 
business and economic order we can 
best serve the interests of the depositor 
and borrower.” 

It is announced that speakers at the 
coming conferences will explain the re- 
search work of the American Bankers 
Association through its various units, 
particularly with regard to the Federal 
lending agencies, the postal savings, 
and bank chartering. They will also 
discuss the general subject in its rela- 
tion to bank operating problems. 

Bank management is another topic 


on the conference agendas. Lending 
and investment problems, budgets, pub- 
lic relations, operating expense control, 
and income from banking services, are 
among the management problems to re- 
ceive attention. Other subjects repre- 
sented on the programs will include 
bank insurance and crime protection; 
the banker’s relation to agriculture and 
his work with the farmer; and _ the 
chartering of banking institutions. 

Regional conferences of the same 
general nature were held by the asso- 
ciation in 1936 at Philadelphia, Mem- 
phis and Chicago. 


q The eighteenth mid-winter trust con- 
ference of the trust division, American 
Bankers Association, will be held in 
New York City, February 9, 10, and 
11, 1937. The annual banquet, which 
brings the conference to a close, will 
be held the evening of February 11. 
All meetings will be held at the Wal- 
dorf-Astoria. There will be five ses- 
sions of the conference. One session 
will be held in the morning of each of 
the three days and one in each of the 
afternoons of February 9 and 10. A 
program is in preparation which will 
have two objectives. They are consid- 
eration of broad current problems af- 
fecting trust business as a whole and 
discussion of questions that concern the 
trust man in his daily work. 


qThe annual spring savings confer- 
ence sponsored by the savings division, 
American Bankers Association, will be 
held at the Waldorf-Astoria, New York 
City, March 11 and 12, 1937. 

The evening of March 11 there will 
be a banquet, with an _ outstanding 
speaker on a subject of importance to 
bankers interested in the savings busi- 
ness. Each conference day luncheon 
meetings will be held at which speakers 
will present topics of popular interest 
to bankers. 

The conference sessions will be de- 
voted to discussions of what securities 
may be used for the investment of sav- 
ings funds, the rebuilding and _ fiscal 
reorganization of the railroads, personal 
loan departments, how to capitalize the 
thrift influence under the social secu 
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rity program and the future of interest 
rates. There will also be an auxiliary 
meeting of managers of school savings 
banking. 

Delegates will be in attendance repre- 
senting the banks of the New England 
and Middle Atlantic states. States in- 
cluded in the conference area are Con- 
necticut, Delaware, District of Colum- 
bia, Maine, Maryland, Massachusetts, 
New Hampshire, New Jersey, New 
York, Pennsylvania, Rhode Island, Ver- 
mont, Virginia and West Virginia. 


qThe 1937 spring meeting of the 
American Bankers Association Execu- 
tive Council will be held at the Arling- 
ton Hotel, Hot Springs, Arkansas, 
April 18-21 inclusive. 

In association affairs the meeting of 
the council is second in importance and 
authority only to the annual convention 
held in the fall, and is usually attended 
by about 300 bankers and members of 
their families from all parts of the 
United States. Reports are received 
from the various divisions, sections, 
commissions and committees of the as- 
sociation, and questions of policy and 
operation of the organization and its 
units are considered. 


qThe New York State Bankers Asso- 
ciation 1937 convention will be in the 
nature of a cruise to Bermuda. This 
will be the first time the association has 
gone outside of the boundaries of New 
York State since 1930 and the first time 
it has ever held a convention at sea. 

It will be held, however, under the 
American flag, on an American ship. 

The United States Liner Washington 
has been chartered. It will sail from 
New York May 27, reach Bermuda 
May 29, leave there May 30 and return 
to New York June 1, that is, over the 
Memorial Day week-end. 


Convention Dates 


STATE AND SECTIONAL 


Jan. 25—New York State Bankers As- 
sociation. Mid-winter meeting at the 
Federal Reserve Bank of New York. 

May 6-7—Oklahoma Bankers Associa- 
tion, Oklahoma City. 


8Y 


May 6-7—North Carolina Bankers Asso- 
ciation, Carolina Hotel, Pinehurst, 
s. ¢ 

May 10-12—Missouri Bankers Associa- 

tion. 

May 18-20—Texas Bankers Association, 

San Antonio. 

May 20-22—New Jersey Bankers Asso- 

ciation, Hotel Traymore, Atlantic 

City, N. J. 

May 27-June 1—New York State 
Bankers Association, United States 
Liner Washington en route to Ber- 
muda and return. 

June 2-3—South Dakota Bankers Asso- 
ciation, Rapid City. 

June 24-26—Virginia Bankers Associa- 
tion. West Virginia Bankers Asso- 
ciation. Joint convention. White 


Sulphur Spring, W. Va. 


GENERAL 
Feb. 9-11 — Mid-Winter Conference, 


Trust Division, American Bankers 
Association, Waldorf Astoria, New 
York. 

March 11-12—Savings Conference, Sav- 
ings Division, American Bankers As- 
sociation, Waldorf Astoria, New 
York. 

April 18-21—Spring meeting, American 
Bankers Association, Executive Coun- 
cil, Arlington Hotel, Hot Springs, 
Ark. 

May 6-8—National Safe Deposit con- 
vention. Willard Hotel, Washington, 
D. C. 

June 7-11—American Institute of Bank- 
ing, Hotel Lowry, St. Paul, Minn. 
Sept. 13-16—Financial Advertisers As- 

sociation, Syracuse, N. Y. 

Oct. 11-14—American Bankers Associa- 

tion, Statler Hotel, Boston, Mass. 





Canadian Bank Reports 


@ For the year ending November 30, 
1936, the Canadian Bank of Commerce 
showed a net profit of $2,909,124.40 
after making appropriations to contin- 
gent reserve fund, out of which fund full 
provision for bad and doubtful debts 
has been made, and also after deducting 
Dominion and Provincial government 
taxes paid (including tax on note cir- 
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culation) amounting to $823,919.39. 
There was a balance of profit and loss 
account brought forward from the pre- 
vious year amounting to $665,394.79 
making a total of $3,574,519.19 from 
which appropriations were made as 
follows: 
Dividends Nos. 196, 197, 198 and 

199, at 8 per cent. per annum. $2,400,000.00 
Transferred to Pension Fund.. 259,003.67 
Written off Bank Premises.... 200,000.00 


$2,859,003.67 


Balance carried forward 715,515.52 


$3,574,519.19 


q Total assets of the Royal Bank of 
Canada as of November 30, 1936, were 
$855,588,458. On the same date capital, 
reserve and undivided profits were $56,- 
913,797 and deposits were $746,764.- 
498. 


q The annual statement of the Bank of 
Montreal is reviewed on page 45. 


Personal 


q Frederick P. Keppel, president of the 
Carnegie Corporation of New York, has 
been elected a director of the Guaranty 
Trust Company of New York. 


q The retirement of Jackson E. Rey- 
nolds as president of the First National 
Bank of New York and the election of 
Leon Fraser to succeed him became ef- 
fective on Jan. 1. 

Mr. Fraser, formerly head of the 
Bank for International Settlements in 
Basle, Switzerland, became a_ vice- 
president of the First National on July 
1, 1935. He was 47 years old on No- 
vember 27. 

George F. Baker, chairman of the 
bank’s board, said in announcing the 
change: 

“At a meeting of the board of direc- 
tors held this day, the resignation of 
Mr. Jackson E. Reynolds as president 
was accepted and Leon Fraser was 
elected to succeed him, both effective 
Jan. 1, next. 

“After twenty years of such outstand- 
ing service the board reluctantly ac- 


ceded to Mr. Reynold’s wish to retire. 
The board is happy that his services for 
the present are still to be available in 
an advisory capacity, and that he will 
have his own office in the bank.” » 

Like his successor, Mr. Fraser, Mr. 
Reynolds began his career as a lawyer 
and a teacher. As a Professor of Law 
at Columbia University more than 
twenty years ago, Mr. Reynolds had 
among his pupils Franklin D. Roose- 
velt. As a lawyer he attracted the at- 
tention of the late George F. Baker, 
who prevailed upon him to give up the 
practice of law and become a vice- 
president of the First National Bank 
in 1917. 

Following the traditions of the elder 
Mr. Baker, Mr. Reynolds made few 
public utterances. His first formal 
speech was delivered on Oct. 25, 1934, 
before the annual convention of the 
American Bankers Association in Wash- 
ington. In it he extended to President 
Roosevelt, his former pupil, an offer of 
codperation in behalf of the bankers 
of the country—the so-called “bankers’ 
truce.” 

Mr. Fraser, who at 47 will become 
the president of one of the most im- 
portant and probably the most distin- 
guished bank in the country, was born 
in Boston. He has been a teacher, 
newspaper reporter, business man, 
soldier, lawyer and financial diplomat. 
He is a graduate of Columbia Uni- 
versity and holds four degrees from it. 
In 1913 he was a reporter for The New 
York World. From 1914 to 1917 he 
was a lecturer on political science and 
instructor in public law at Columbia, 
having been admitted to the New York 
bar in 1914. 

He enlisted as a private in the army 
in 1917, but within five months had 
been made a major. He served as 
judge advocate and later as first assist- 
ant judge advocate in the Service of 
Supply until the Armistice, winning the 
Distinguished Service Medal. After the 
war he served with the Bureau of War 
Risk Insurance and with the Veterans’ 
Bureau until 1922 when he retired to 
practice international law with Coudert 
Brothers in Paris. 
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In 1924 Mr. Fraser was counsel to 
the American delegation to the Prime 
Ministers’ conference in London and 
after that, until 1927, was general coun: 
sel to the Dawes Plan and Paris rep- 
resentative of S. Parker Gilbert, Agent 
General for Reparations, who is now a 
partner of J. P. Morgan & Co. In 1929 
he acted as counsel to J. P. Morgan and 
Owen D. Young, the American dele- 
gates to the Young Plan conference. 

Mr. Fraser is credited with having 
played an important part at that con- 
ference in drawing up plans for the 
Bank for International Settlements 
which he was later to head. 


q Thomas A. Buckner on December 9 
was elevated to the position of chairman 
of the board of the New York Life In- 
surance Company and Alfred L. Aiken 
succeeded him as president of the com- 
pany. Mr. Aiken, as president of the 
company, will be an ex-officio member 
of the board of directors and all stand- 
ing committees of the board. 

At the same meeting the board of 
directors appointed Vice-President Wal- 
ker Buckner to the position of execu- 
tive vice-president. 

Thomas A. Buckner, who advances to 
the position of chairman of the board, 
has been with the New York Life for a 
longer period than any other employe 
now on the company’s rolls, having 
started as an office boy in the company’s 
Milwaukee office over fifty-six years ago. 
He is known personally by thousands 
of insurance men and women through- 
out the country and was the head of 
the company’s agency force during the 
period of its greatest growth. 

When he was a young man Thomas 
A. Buckner made so brilliant a record 
selling life insurance and organizing 
and handling the company’s agencies 
that he was appointed superintendent 
of agencies at the age of thirty-three. 
When thirty-five years old he was 
elected fourth vice-president of the com- 
pany and at the age of thirty-eight he 
became vice-president in full charge of 
the entire agency force of the company. 
From the beginning Thomas A. Buckner 
has taken a prominent part in the prog- 


ress of life insurance agency organiza- 
tion. ‘Early in his career he was in- 
strumental in reorganizing the com- 
pany’s agency system, and in founding 
forty years ago the production “clubs,” 
organizations of leading New York Life 
agents. Many companies in other lines 
of business have since adopted the 
“club” idea to inspire their sales forces. 

Elected president of the company on 
March 11, 1931, Thomas A. Buckner 
has served during the most trying eco- 
nomic and financial depression in the 
company’s entire history of ninety-one 
years. 

As chairman of the board, Thomas 
A. Buckner will head what is one of 
America’s most distinguished boards of 
directors. He was instrumental in 
bringing to the membership of this 
board two former Presidents of the 
United States and a former governor 
of the State of New York: Calvin Cool- 
idge, Herbert Hoover and Alfred E. 
Smith. The board of directors, which 
actively manages the company’s affairs, 
is comprised of outstanding leaders in 
the field of banking and finance, rail- 
roads, education, public utilities, mer- 
chandising and industry. 

Although Alfred L. Aiken may be 
known chiefly as a banker to many 
people outside the insurance business 
he has long had direct and intimate 
connection with the affairs of the New 
York Life InsuranceGompany. “He 
first started working for the New York 
Life in 1894 as assistant manager of 
the company’s New England depart- 
ment. After serving the company for 
five years he went into the banking busi- 
ness in Boston, resuming his connec- 
tion with the New York Life in 1917 as 
a member of the board of directors. He 
resigned upon becoming officially con- 
nected* with the company in 1924, was 
elected second vice-president in 1925 
and vice-president in 1931. As vice- 
chairman of the building committee, he 
was in charge of the construction of the 
New York Life’s new home office at 51 
Madison avenue, New York City. 

Beginning his banking career as as- 
sistant cashier of the State National 
Bank in Boston, Mr. Aiken was presi- 
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dent of the Worcester County Institu- 
tion for Savings from 1908 to 1913 and 
president of the Worcester National 
Bank from 1913 to 1914. In July of 
1909 President Taft offered him the 
position of Assistant Secretary of the 
Treasury, which Mr. Aiken declined for 
business reasons. 

In 1914 Mr. Aiken was appointed 
governor of the Federal Reserve Bank 
of Boston, whree he helped to organize 
the Federal Reserve System and served 
during the period of the World War. 
During that time he was chairman of 
the Liberty Loan Committe for New 
England and had charge of the dis- 
tribution of Liberty bonds in that area. 
He was elected president of the Na- 
tional Shawmut Bank, in Boston, in 
1918 and was a member of the Federal 
Advisory Council of the Federal Re- 
serve Board. From 1923 to 1924 he 
was chairman of the National Shawmut 
Bank. 

A man of broad cultural interests, 
Mr. Aiken was trustee of Clark Uni- 
versity, Wellesley College, the Worces- 
ter Art Museum and the Boston Sym- 
phony Orchestra while living in Massa- 
chusetts. He resigned these trustee- 
ships when he went to New York. At 
one time he was president of the Massa- 
chusetts Bankers Association, presi- 
dent of the Savings Bank Section of the 
American Bankers Association and a 
member of the council. 

Yale University, from which Mr. 
Aiken was graduated in 1891, awarded 
him an honorary Master of Arts degree 
in 1918. Among scholars and others 
he is known as a great admirer of the 
financial genius of Alexander Hamilton 
and for his large and valuable collec- 
tion of Hamiltoniana which he has been 
collecting for more than twenty years. 
Mr. Aiken’s recreations also include 
fishing and shooting, and he is a mem- 
ber of the Mastigouche Fish and Game 
Club of Quebec, Canada. 

Walker Buckner, who becomes execu- 
tive vice-president of the company, 
started as an office boy and clerk in the 
company’s Milwaukee branch office 
fifty-one years ago when he was only 


fourteen years old. He advanced 


through the positions of cashier, agency 
director, supervisor and inspector of 
agencies in the company’s agency ore 
ganization in the Middle West and i 

1904 was promoted to superintendent 
of agencies in the European departs 
in Paris) 


ment, 
France. 
During the period when the company, 
was winding up its foreign interests) 
and retiring from the European field) 
Walker Byr’uer conducted the negotia 
tions with kuropean government othe 
cials and business men. His success if 
solving the many legal, political and 
diplomatic problems and the subse 
quent complete liquidation of the 
European business on very advantageous 
terms led the company’s board of dix 
rectors to adopt minutes on thre@ 
separate occasions highly commending 
his services. In addition, for his com 
operation in transferring the company’ 
Italian business to the Italian Govern 
ment Insurance Institute, the King of 
Italy conferred upon him the order of 
Commander of the Crown of Italy. 7 
Walker Buckner was elected second 
vice-president of the New York Life i 
1909, vice-president in 1925, and iw 
1933 he became senior vice-president, 
in order of election. He is chairman 
of the executive committee and also 
head of the agency affairs of the com= 


pany. 


with headquarters 


fC} 


SAVINGS AND LOANS 


THIs savings and loan business is gor ‘ 
ing ahead. Over a billion dollars 
new mortgage loans this year evidences 
that. The same determination 
energy applied on the savings side Of 
the business as has been given to it) 
mortgage lending phases during 
past eighteen months will correct tht 
one big problem now facing institutions 
almost everywhere, namely, that of at 
tracting a flow of savings and invest 
ment from the public in something like 
the old-time volume.—“Savings an@ 
Loans.” a 





